




DEAR STOCKHOLDERS

After 40 years in the global pharmaceutkal business

why did chcose to start another speoalty injectables

company in 2006 Quite frankly saw fantastic

opportunity to build different kind of pharmaceutical

company on that had never seen before but one

that knew would be formidable global competitor

when it was built Our focus would be on specialty

injectables differentiated by our unique development

and delivery model our distinctive approach to product

packaging and labelinq and our strong emphasis on

enhancing p3tient safety

While 2011 was our first year as public entity the

vision for SAGENT began to form more than five years

earlier We looked at market trends and identified the

business fundamentals needed to address both emerging

and recurring customer needs The challenges of

rapidly changing marketplace were as evident then

as they are today Geneiics were on the rise while

consister product supply ar the risk of medication

errors remained ongoing industrywide challenges

In 201 generic pharmaceuticals comprised more

than /5 percent of prescriptions dispensed However

while the demand for specialty inje tables has

continued to rise the number of companies

experiencing manufacturing challengs has also risen

These factors in addition to high barriers to entry

have resulted in critical drug shortages that can greatly

levels of patient care they desire While the complex

challenges associated with shortages cannot be resolved

overnight it was apparent that new market dynamic

would have to be pursued to achieve sustainable

solution In short it was clear that manufacturers

Group Purchasing Organizations GPOs healthcare

providers and healthcare systems would have to move

toward creating conditions that would allow an

adequate drug supply to be developed produced and

delivered to the market at fair price

Considering all of the business customer and industry

drivers the conclusion was clear SAGFNT could help

to meet the market need by providing critical drugs to

customers in new and exciting ways To serve custorriers

in the acute care market better we needed to create

company that offered rapid drug development and

ddivery capabilities broad portfolio of specialty

injectables focused on key therapeutic areas and

highly differentiated sustainable packaging and

labeling solution to help clinicians reduce the risk of

medication errors We then committed to building

SAG EN from the customer out

It was apparent to me that following the traditional

pharmaceutical model of owning one or two domestic

facilities simply wouldnt cut the mustard The average

manufacturing facility the United States is more

than 35 years old and has limited capabilities and

inhibit the ability of healthcare providers to deliver the capacity Customers want consistent supply and



comprehensive portfolio of products at fair puce

Customers also need greater fiexibihty and

responsiveness and suppliers need to move quickly

to address their shortage needs SAGENT has created

global network of worldclass development partners

to provide nimble and timely delivery of products

and presentations that customers need Our network

consists of 47 partnerships worldwide and features

stateof-theart manufacturing facilities

With the foundation in place we targeted the key

products and therapeutic classes that would be of

greatest value to our customers and to SAGENT Again

aligning with market needs we chose to concentrate

on Oncology Antiinfectives and Critical Care and for

good reason Oncology and Anti infectives are the

two classes with the most severe drug shortages with

oncology drugs comprising 16 percent of the drug

shortage list while the yearover year volume and

demand for Critical Care drugs remains strong This

combination of targeted therapeutic focus and an

increasingly diversified product portfolio gives SAGENT

strong platform for continued growth

In FY 2011 SAGENT had 33 marketed injectable products

representing 87 presentations Of these 33 products

nearly half were on the drug shortage list Our product

presentations include singldose multi-dose and

pharmacy bulk package vials and ready touse prefilled

syringes and premix bags

major point of emphasis for SAGENT is driving

product launches aggressively which we continued

to do throughout the year Key products introduced

in 2011 included shortage products LEVOFLOXACIN

Premix Bags Artiinfective PACLITAXEL Oncology

ROCURONIUM Critica Care and VECURONIUM

Critical Care as well as GEMCITA8INE Oncology

and PIPERACILLI NITAZOBAC TAM Anti infective We

anticipate that our success and progress will continue

in the coming year

SAGENT has three additional compelling and

sustainable competitive advantages when bringing

our products to market First our sales and marketing

team aveages approximately 25 years of ndustiy

experience in the same geographic location

These professionals hold longstanding relationships

with many key Group Purchasing Organizations and

distributor and wholesaler decision makers Second

SAGENTs PreventiV Measures Packaging and

Labeling is our proprietary patentpending approach

that helps reduce the risk of medication errors by

delivering uniqce easy toread packaging for every

SAGENT producl hird our senior management team

has long track record of success in spialty

injectables and with key customer groups Taken

together SAGENIs capabilities are formidable

scalable and easily leveraged as the 76 ANDA5

pending FDA approval or launch become future

product launches
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Is the moJel orking iook at some simple metrics

indicates that our model is performinq well and we

continue to progress toward our stated goals In

FY 201 we achieved our goal of doubling revenue

by growing from $741 million to $1524 miflion

contnbuting to our revenue compound annual growth

rate CAGR of 133 percent since 2008 In addition

we attained our goal of mid teens margin driven

by strong margin contnbutions from new products

Iaunchcd in 0i Achievcment of our fiscal 2011 goals

was an important step in our ongoing dr ye toward

our goal of ding 2013 with run rate of $400 million

and earnings before interest taxes depreciation and

amorbzation EBI FDA margins in the range of 20 percent

to 25 percent We generated positive operating ash

flow in the fourth quarter of 2011 first for our

five year old company We ended 2011 with cash and

cash equ valents and short term investments totahng

$16 million

As testament to our stronq sales and marketing team

12 of SAGENTs 33 injectable products have already

achieved the number one or 4wo ma ket position

ADENOSINE Prefilled Syringes CIPROFLOXACIN Premix

Bags CEFEPIME CEFUROXIME AZII HROMYCIN

EPIRUBICIN FLUDARABINE fLUONAZOLE Premix

Bags VINORELBINE HEPAR1N IOPOTECAN and

LEVOFLOXACIN Promix Bags LEVOFLOXACIN has been

perfect illustration of SAGENTs strategy in action

We were the first company to supply this product as

an alternative to the brand and within weeks of its

launch it ascended to the number one market position

We are also continuing to fill our drug development

pipeline aggressively to drive future growth Since

2001 SAGENT has submitted 144 ANDA5 to the FDA

with 76 ANDAs currently pending approval or launch

All together we anticipate that these ANDAs will

translate into 42 new drug products for SAGENL with

close to 35 percent of these submissions representing

current shortage products

The inuitial publ offering in April 2011 generated

important capitaLapproximately $96 million to

allow us to invest for growth and continue executing

on the buildout of our longterm strategy One

example is the incremental $10 million from IPO

proceeds that we committed to ongoing product

development to ensurc sustainability and to continue

the robust product pipeline in 2015 2016 and beyond

In addition to product development we are also

continuing our expansion of now facilities in our

global network Our jo nt venture in China Kanghong

Sagent Chengdu Pharrnaceutk al Corporation Ltd

KSCP has built new state of the art facility that will

be ky provider of critical oncology shortage prod irts
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for many years to come This facility features fufly

automated barrier isolator technology The first FDA

submission from Chengdu was completed in late 201

and we believe the facility may undergo inspection as

early as 2012

Across our network SAGENT is committed to maintaining

the highest quality standards in the industry to further

set us apart from our competition Where possible

and appropriate we will also continue to explore

opportunities to take further control of our supply

chain to help reduce costs increase our competitive

advantage and better serve our customers

Beyond the expansion of our core specialty injectables

portfolio the P0 proceeds afford SAGENT the added

capability of aggressively pursuing longer term strategic

opportunities that exceeded our grasp prior to the

P0 ihese include opportunities with more significant

barriers to entry such as potential Paragraph IV

patent challenges to get to market more quickly niche

products from branded pharmaceutical companies

and more products featuring enhanced packaging and

unique formulations We will also consider merger and

acquisition opportunities if they can enhance our value

to our customers and our stockholders In short our

IPO positions us well to increase our profile in the

market and our capacity for greater risk/reward

initiatives and it enables us to take the next big step

toward an even more profitable future

To accomplish big things you need bold vison and

many helping hands to get the job done want to

thank everyone who has helped transform SAGFN
from novel dea to an emerging force in specialty

injectables First and foremost want to thank the

devoted employees of SAGENT and our partners who

make it happen for ou customers every day dont

know where wed be without you also want to thank

our stockholders and Board of Directors for their

onyoirtg suppor and good counsel In pdrticular Id

like to recognize and thank hen Yu and Jamey Sperans

two directors who will be iotating off our Board this

year for their valuable contributions over the past

several years

In closing couldnt be more excited about the

future of SAGENT Our opportunities are numerous

Our strategy is clear Our foundation is in place

Our pipel is full and expanding Our products tare

differentiated Our people are the best in the industry

Were one of kind were growing and like our

hand Who wants to play

Sincerely

Jeffrey Yordon

Segent Pharmaceuticals lrtc NASDAQ composite NASDAQ pharmaceutical



THE SAGENT DIFFERENCE

For healthcare providers woi king in busy facilities

across the United States selecting tF correct

medication and dosage strength is challenge that is

faced every day Several factors contribute to this

situation First many injectable pharmaceutical

products look alike anci sound al ke Compounding

the issue the product labels and packaging from other

injectables providers tend to be qeneri in appearance

template driven and hard to read making it difficult

for caregivers to distinguish one drug from another

Selecting the wronci medication or dosage strength

could result in medication error and have dire

consequences for both the patient and the healthcare

facility SAGENT listened to customers and took

fferent approach lo help enhance patient safety

and reduce the risk for medication errors SAGENT

chose to stand out boldly with unique packaging and

labeling for every product

PreventlV Measures Packaging and Labeling is

SAG ENTs proprietary and patent pendmg approach

to enhancing patient safety considering every person

handling the product from the wholesaler to the

pharmacy to the patient bedside to help make accurate

drug selection an easy and obvious choice By design

SAGENTs PreventlV Measures is thc anti temp ate

Every SAGE NT product fcatures unique packag ng

and labe ing design which considers each product

individually iow it is used how it is stored and how it

cir brst he ufferentiatd withm its therapeutic lass

The result is that no two SAGENT product packagcs

or labels ever look the same Moreover the product

name and dosage strength are displayed prominently

in large type making the label and packaging easier to

readin any environment

The response from the marketplace both SAGENT

customers and industry observers has been remarkable

In 2011 SAGENT was honored to receive the Frost

Sullivan Best Practices Award for its HEPARIN with

PreventlV Measures Packaging and Labeling

This prestigious award recognized SAGENTs valuable

contribution to enhancing patient safety and

dernonstratng industry leadership in helping to

reduce the potential for medication errors through

innovative packaging and labeling In addition

market research conducted since the HEPARIN launch

revealed that nine out of ten hospital pharmacists

polled in the United States preferred SAGENTs

HEPARIN with PreventlV Measures Packaging and

Labeling to competitive products







ADDRESSING SHORTAGES

The drug shortage in the generic specialty injectable

pharmaceutical market did not arrive suddenly or by

surprise in 2011 Market trends since the mid 1980s

have pointed to perfect storm of forces that will

continue to affect healthcare providers for the

foreseeable future Genenc prescriptions are on

the rise now accounting for more than 75 percent

of total prescriptions written At the same time the

market is experiencing manufacturer consolidation

and decreased manufacturing capacity as well as raw

material product quality and lead time volatility

ANDAs have also surged leading to generic drug

backlog of more than 2500 applications and an

average Food and Drug Administration FDA approval

time of 31 months Considering these market forces

collectively it becomes apparent that the challenge

of drug shortages will not be solved with single

silver bullet

To address this need SAGENT has taken unique

approach to increasing manufacturing flexibility

production volume and speed to market As such

the SAGENT business model is far different from

the fixed limitations of traditional pharmaceutical

manufacturers Instead of one or two facilities with

constrained capabilities across presentations SAGEN

employs worldwide network of partners that provides

highquality costcompetitive and highly responsive

manufacturing capabilities This trategic flexibility

allows SAGENT to pursue wide range and high volume

of in demand specialty inlectable products and to

bring them to the marketplace at an accelerated pace

closer look reveals how well aligned SAGENTs

strategy and capabilities are with the drastic drug

shortage that is threatening to impair the ability

of healthcare professionals to treat their patients

Generics comprise more than eighty percent of all

products currently in short supply More importantly

half of all generic specialty injectables on the market

were on the drug shortage list in 2011 These statistki

translate into both longterm opportunities and

nearterm results for SAG ENT Consider the top two

therapeutic classes experiencing drug shortages

Oncology and Antiinfetive -are focal points for

SAGENTs growing product portfolio and development

pipeline Furthermore nearly half of SAGEN1

marketed products and approximately one-third of

SAGENTs products under development are drug

products in shorl supply In 2011 the launch of

LEVOFLOXACIN Premix Bags demonstrated the

market value of how SAGENTs customer-focused

approach and manufacturing capability combine

to meet critical need SAGENT was the first

company to bring non-branded LFVOFLOXACIN

Premix Bags to market and has continued to deliver

the most consistent supply translating into high

customer loyalty and the number one market

position for SAG ENTs LEVOFLOXACI



PRODUCTS AND PIPELINE

lIn 201 SAGEN products generated remarkable

year over-year growth for the company in revenue

gross profit ar market share SAGENTs revenue

doubled and adjusted gross profit percentage expanded

as customer demand for SAGE NT products continued

to rise Simultaneously customers increasingly chose

SAGENT products over competitive offerings because

of SAGLNrs PrevenflV Measures Packaging and

Labeling which helps enhance patient safety by

reducing thc risk of medication errors In fact

SAGENT now enjoys the numberone or number two

market position for the majority of its products

that Lave been on the market since 2010 including

market leading drugs in Oncology EPIRUBICIN

FLUDARABINE TOPOTECAN VINORFLBINE

Anti infectives AZITHROMYCIN CEFLPIME

CEFUROXIME IPROFLOXACIN Premix Bags

FLUCONAZOLE Prem Bags LEVOFLOXACIN Pre nix

Bags and Critical are ADENOSINE Prefilled Syringes

HEPARIN As an example of the value of SAGENTs

product response to drugs currently in short supply

EVOFL IXACIN Premix Bags catapuI1d to the

number one market position within weeks of launch

in late 2011

SAGENIs current product portfolio includes

33 products and 8/ presentations available in wide

range packaging forms vials and ready to use

prefilled syringes and premix bags for customer

convenience All SAGENT products feature

PrevenflV Measures Packaging and Labeling

wh ch offers unique and differentiated designs for

each product as well as easy toread drug names

dosage strengths and bar codeson both the primary

and secondary packaging Because PrevenflV Measures

offers customers additional patient safety without

auditional cost the perceived value of and preference

for SAGENT products continue to grow

SAGENTs robust product pipeline continues to

grow wider deeper and more valuable year after

year At the close of FY 2011 SAGENT had /6 ANDAs

pending FDA approval or launch In alignment with

SAGENTs market strategy more than one4hird of

these represent drug shortage products Over the

longer term the strategic focus for SAGENI continues

to be on developing products customers need in the

essential Oncology Anti infective and Critical

Care therapeutic classes









AT GLANCE

SAF NI PharmaceutKals specialty pnarmaceucical

company focused on developmq manufacturing

sourcing and marketnq pharmaeutcal products

wth spoof emphasis on injectable products

SAGENT has created unque global network of

resources compnsinq rapid development capabdites

sophisticated manufacturing and innovatve

drugdehvery technologies quckly yielding ar

extensive portfoho of pharmaceutical products that

fulfills the evolving needs of patients

Based Schaumburg llhnois

99 Employees

Szeable ppehne with 144 ANDAs submtted

to the FDA snce 2001

Hghly expenenced Sales Marketinq group

33 Marketcd products 81 presentations

Therapeutic classes Ant nfective Oncology and

Critcal Care

Presentatmns Single dose multdose and

pharmacy bulk package vials ready to use prefilled

syringes and premx bags

47 Business partners worldwide

20 EMEA

11 hna
the Americas

in lnda

00 500 OS 001 ASS Al

Net sales $1 52405

Adjusted gross profit 23052

Adjusted gross profit percentage1 15 1%

Selhng general and administrative
25148

expenses

Cash cash equivalents and
$126 081

short term investments

Total assets 230508

Total debt 37140

Shareholders equity 141669

Adjusted gross profit is non rAAP measure Please refe to page 33

of the 10 section of this annual report for rcconciliation of adjusted

gross profit to gross profit whel is the most directly comparable CAAP

finarrdal measure
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Disclosure Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements that are subject to risks and uncertainties All statements

other than statements of historical fact included in this report are forward-looking statements within the meaning of the Private

Securities Litigation Reform Act of 1995 Forward-looking statements give our current expectations and projections relating to our

financial condition results of operations plans objectives future performance and business You can identify forward-looking

statements by the fact that they do not relate strictly to historical or current facts These statements may include words such as

anticipate estimate expect project plan intend believe may will should could have likely and other

words and terms of similarmeaning in connection with any
discussion of the timing or nature of future operating or financial

performance or other events For example all statements we make relating to our estimated and projected costs expenditures cash

flows growth rates and financial results our plans and objectives for future operations growth or initiatives strategies or the

expected outcome or impact of pending or threatened litigation are forward-looking statements In addition this report contains

forward-looking statements regarding our ability to generate operating profit in the near term the adequacy of our current cash

balances including cash received from our IPO to fund our ongoing operations our utilization of our net operating loss

carryforwards and our ability to meet our obligations under our new Revolving Credit Facility with Silicon Valley Bank the SVB
Revolving Credit Facility

The forward-looking statements contained in this Annual Report on Form 10-K are subject to number of risks and uncertainties and

the cautionary statements contained in Item under the heading Risk Factors Item under the heading Managements

Discussion and Analysis of Financial Condition and Results of Operations and elsewhere in this Annual Report on Form 10-K

identify important factors that could cause actual results to differ materially from those indicated by our forward-looking statements

Such factors include but are not limited to

we rely on our business partners for the manufacture of our products and if our business partners fail to supply us with

high-quality active pharmaceutical ingredient API or finished products in the quantities we require on timely basis

sales of our products could be delayed or prevented our revenues could decline and we may not achieve profitability

if we or any of our business partners are unable to comply with the quality and regulatory standards applicable to

pharmaceutical drug manufacturers we may be unable to meet the demand for our products may lose potential revenues

and may not achieve profitability

any change in the regulations enforcement procedures or regulatory policies established by the U.S Food and Drug

Administration FDA and other regulatory agencies could increase the costs or time of development of our products and

delay or prevent sales of our products and our revenues could decline and we may not achieve profitability

two of our products heparin and cefepime each of which is supplied to us by single vendor represent significant

portion of our net revenues and if the volume or pricing of either of these products declines or we are unable to satisfy

market demand for either of these products it could have material adverse effect on our business financial position and

results of operations

we participate in highly competitive markets and if we are unable to compete successfully our revenues could decline and

our future profitability could be jeopardized

if we are unable to continue to develop and commercialize new products in timely and cost-effective manner we may not

achieve our expected revenue growth or profitability or such revenue growth and profitability if any could be delayed

if we are unable to maintain our GPO and distributor relationships our revenues could decline and future profitability

would be jeopardized

we rely on limited number of pharmaceutical wholesalers to distribute our products

we depend to significant degree upon our key personnel the loss of whom could adversely affect our operations

we may be exposed to product liability claims that could cause us to incur significant costs or cease selling some of our

products

if reimbursement for our current or future products is reduced or modified our business could suffer

current and future economic conditions could adversely affect our operations



we are subject to number of risks associated with managing our international network of collaborations

we may never realize the expected benefits from our investment in our KSCP joint venture in China and

we may seek to engage in strategic transactions including the acquisition of products or businesses that could have

variety of negative consequences and we may not realize the benefits of such transactions

We derive many of our forward-looking statements from our work in preparing reviewing and evaluating our operating budgets and

forecasts which are based upon many detailed assumptions While we believe that our assumptions are reasonable we caution that it

is very difficult to predict the impact of known factors and it is impossible for us to anticipate all factors that could affect our actual

results Important factors that could cause actual results to differ materially from our expectations or cautionary statements include

but are not limited to those disclosed under the sections entitled Risk Factors and Managements Discussion and Analysis of

Financial Condition and Results of Operations in this report You should evaluate all forward-looking statements made in this report

in the context of these risks and uncertainties

We cannot assure you that we will realize the results or developments we expect or anticipate or even if substantially realized that

they will result in the consequences or affect us or our operations in the way we expect The forward-looking statements included in

this report are made only as of the date hereof We undertake no obligation and do not intend to publicly update or revise any

forward-looking statement as result of new information future events or otherwise except as otherwise required by law

In this report Sagent we us and our refers to Sagent Pharmaceuticals Inc and its consolidated subsidiaries and Common
Stock refers to Sagent Pharmaceuticals Inc.s common stock $0.01 par value per share

PART

Item Business

General

We are speciality pharmaceutical company that develops and sources products that we sell primarily in the United States of America

through our highly experienced sales and marketing team Initially founded in 2006 as Sagent Holding Co Cayman Islands

company we reincorporated as Sagent Pharmaceuticals Inc Delaware corporation in connection with our initial public offering

on April 26 2011

With primary focus on generic injectable pharmaceuticals we offer our customers broad range of products across anti-infective

oncolytic and critical care indications in variety of presentations including single- and multi-dose vials pre-filled ready-to-use

syringes and premix bags We generally seek to develop injectable products where the form or packaging of the product can be

enhanced to improve delivery product safety or end-user convenience Our management team includes industry veterans who have

previously served critical functions at other injectable pharmaceutical companies and key customer groups and have long-standing

relationships with customers regulatory agencies and suppliers We have rapidly established growing and diverse product portfolio

and product pipeline as result of our innovative business model which combines an extensive network of international

development sourcing and manufacturing collaborations with our proven and experienced U.S.-based regulatory quality assurance

business development project management and sales and marketing teams

Products

Since our inception we have focused on developing broad product portfolio of injectable pharmaceuticals Our product portfolio

has grown to total of 33 products as of December 31 2011 which can generally be classified into the following three product

categories anti-infective oncology and critical care Our anti-infective products assist in the treatment of various infections and

related symptoms our oncology products are used in the treatment of cancer and cancer-related medical problems and our critical

care products are used in variety of critical care applications and include anesthetics cardiac medications steroidal products and

sedatives The table below presents the percentage of our total net revenue attributed to each product category for the
years

ended

December 31 2011 2010 and 2009



Percentage of Net Revenue

For the year ended December 31

Product category 2011 2010 2009

Anti-infective products 42% 55% 83%

Oncology products 22 10

Critical care products 36 35 15

Total _.i2

Within our anti-infective product category cefepime accounted for approximately 13% 26% and 40% of our net revenue for the

years ended December 31 2011 2010 and 2009 respectively and ceftazidime accounted for approximately 11 of our net revenue

for the year ended December 31 2009 Within our critical care product category our heparin products accounted for approximately

26% of our net revenue for the years ended December 31 2011 and 2010 and adenosine accounted for approximately 12% of our net

revenue for the year ended December 31 2009 No other products accounted for more than 10% of our net revenue in any of the

periods presented in the preceding table Although these products have represented high percentage of our net revenue historically

we expect these percentages to decline going forward with the launch of new products

Anti-Infective Products

Our key anti-infective products include

Cefepime Cefepime is fourth-generation cephalosporin an antibiotic used to treat variety of infections including infections of the

urinary tract skin and skin structure as well as moderate to severe pneumonia complicated intra-abdominal infections and as

empiric therapy for febrile neutropenic patients Cefepime is the generic equivalent of Elan Corporation plcs MAXIPIME We

launched cefepime for injection in April 2008 upon the expiration of the innovator patents We are currently one of seven competitors

in the market Our cefepime product accounted for approximately 13% of our net revenue for the year ended December 31 2011

Levofloxacin Levofloxacin is fluoroquinolone antibacterial indicated in adults 18 years of age or older with infections caused by

designated susceptible bacteria including nosocomial and community acquired pneumonia sinusitis chronic bronchitis skin and

skin structure infections prostatitis urinary tract infection and pyelonephritis Levofloxacin is the generic equivalent of Johnson

Johnsons Levaquin In July 2011 we were the first company to launch the generic form of levofloxacin in three ready-to-use

premix bag strengths following patent expiry in June 2011 We are currently one of two generic competitors offering premix bag

presentation of this product

Oncology Products

Our key oncology products include

Gemcitabine Gemcitabine is nucleoside metabolic inhibitor indicated for use alone or with other drugs in the treatment of ovarian

cancer breast cancer lung cancer and pancreatic cancer Gemcitabine is the generic equivalent of Eli Lillys Gemzar We launched

gemcitabine in July 2011 in 200 mg and single dose vials We are currently one of ten competitors in the market

Topotecan Topotecan hydrochloride is topoisomerase inhibitor indicated for small cell lung cancer sensitive disease after failure of

first-line chemotherapy and combination therapy with cisplatin for stage IV-B recurrent or persistent carcinoma of the cervix which

is not amenable to curative treatment with surgery and/or radiation therapy Topotecan hydrochloride is the generic equivalent to

GlaxoSmithKlines Hycamtin We launched the mg vial at patent expiry in December 2010 and are currently one of six

competitors in the market



Critical Care Products

Our key critical care products include

Adenosine Adenosine is an antiarrhythmic commonly used in the treatment of cardiac rhythm disturbances in critical care

situations Adenosine is the generic equivalent of Astellas Phanna U.S Inc.s Astellas Adenocard We launched mg per mL

and 12 mg per mL latex-free and preservative-free pre-filled syringes in December 2007 and mg per mL single dose latex-free

and preservative-free vials of adenosine injection in September 2009 We are currently one of three competitors offering pre-filled

syringe presentation for this product in the market

Heparin Heparin is vital anticoagulant used to prevent and treat blood clotting especially during and after surgery and dialysis In

early July 2010 we launched nine different presentations of heparin sodium injection in latex-free vials following FDAs approval of

our three heparin ANDAs including 1000 USP units per mL 10000 USP units per 10 mL 30000 USP units per 30 mL 10000

USP units
per mL 40000 USP units per mL 5000 USP units per mL 50000 USP units per 10 mL 2000 USP units per mL and

20000 USP units
per

mL We are currently one of six suppliers of heparin finished product in the U.S market Our heparin products

accounted for approximately 26% of our net revenue for each of the
years

ended December 31 2011 and 2010

Sales and Marketing

Our sales and marketing team was comprised of 30 members as of December 31 2011 including 22 seasoned sales representatives

Our nationwide sales force is comprised of representatives that typically have significant injectable pharmaceutical sales experience

in their respective geographic regions with many of them having more than 30
years

of experience and collectively having an

average of approximately 25 years of experience We believe that our target markets are highly concentrated and can therefore be

effectively penetrated by our dedicated and experienced sales team with respect to both our existing and new products Our sales and

marketing efforts are supported by our senior management team which is comprised of industry veterans that have developed

significant expertise across all facets of pharmaceutical management and have access to key decision-makers at API suppliers and

finished product developers and manufacturers

We market our products to group purchasing organizations GPOs specialty distributors and diverse group of end-user

customers Most of the end-users of injectable pharmaceutical products have relationships with GPOs whereby such GPOs provide

such end-users access to broad range of pharmaceutical products from multiple suppliers at competitive prices and in certain cases

exercise considerable influence over the drug purchasing decisions of such end-users We currently derive and expect to continue to

derive large percentage of our revenue from end-user customers that are members of small number of GPOs For example the

five largest U.S GPOs AmeriNet Inc AmeriNet HealthTrust Purchasing Group HPG MedAssets Inc MedAssets
Novation LLC Novation and Premier Inc Premier represented end-user customers that collectively accounted for

approximately 30% 35% and 35% of our net contract revenue for the years ended December 31 2011 2010 and 2009 respectively

We have agreements covering certain of our products with most of the major GPOs in the U.S including AmeriNet HPG
MedAssets Novation and Premier The

scope
of products included in these agreements varies by GPO Our strategy is to have

substantially all of our products covered under these agreements as we launch new products and these agreements come up for

renewal These agreements are typically multi-year in duration but may be terminated by either party on 60 or 90 days notice

Our marketing efforts include focus on enhanced delivery systems We provide our products in variety of convenient

presentations including pre-filled ready-to-use syringes and premix bags thereby eliminating unnecessary steps in the administration

of our products to patients We have also launched PreventlV Measures our comprehensive user-driven and patient-centered

approach to product labeling and packaging This proprietary labeling and packaging system is designed to improve patient safety by

helping to prevent errors in the administration and delivery of medication to patients through the use of distinctive color coding and

easy-to-read labels



Customers

As is typical in the pharmaceutical industry we distribute our products primarily through pharmaceutical wholesalers and to lesser

extent specialty distributors that focus on particular therapeutic product categories for use by wide variety of end-users including

U.S hospitals critical care centers home health companies surgical centers dialysis centers oncology treatment facilities

government facilities pharmacies other outpatient clinics and physicians For the year ended December 31 2011 the products we

sold through our three largest wholesalers Cardinal Health Inc Cardinal Health AmerisourceBergen Corp Amerisource and

McKesson Corp McKesson accounted for approximately 33% 28% and 22% respectively of our net revenue In addition

several specialty distributors such as those in the oncological marketplace serve as important distribution channels for our products

As end-users have multiple channels to access our products we believe that we are not dependent on any single GPO wholesaler or

distributor for the distribution or sale of our products although sales made to customers that contract through Premier accounted for

14% of our net revenues for the year ended December 31 2011 No single end-user customer or group of affiliated end-user

customers accounted for more than 10% of our net revenues for the years ended December 31 2010 and 2009

Product Distribution

Like many other pharmaceutical companies we utilize an outside third-party logistics contractor to facilitate the distribution of our

products Since May 2007 our third-party logistics provider has handled all aspects of our product logistics efforts and related

services including warehousing shipping customer billing and collections Our products are distributed through facility located in

Memphis Tennessee affording more than 450000 square
feet of

space
and well-established infrastructure Under our agreement

with such logistics provider we maintain ownership of our finished products until sale to our customers Our contract with such

logistics provider is scheduled to expire in May 2012 subject to automatic annual extensions unless either party elects not to extend

such agreement by notifying the other party at least 90 days prior to expiration or the initial term of such applicable renewal term

Neither party provided notification of non-renewal of the contract 90 days prior to its expiry date We believe this contract will be

renegotiated and extended before the completion of its current term

Seasonality

There are no significant seasonal aspects to our consolidated net sales

Competition

Our industry is highly competitive and our principal competitors include large pharmaceutical and biotechnology companies

specialty pharmaceutical companies and generic drug companies Our principal competitors include Baxter International Inc

Baxter Boehringer Ingelheim Group Boehringer Fresenius Kabi Fresenius division of Fresenius SE Hikma

Pharmaceuticals PLC Hikma Hospira Inc Hospira Pfizer Inc Pfizer Sandoz International GmbH Sandoz division

of Novartis AG and Teva Pharmaceutical Industries Ltd Teva We believe that the key competitive factors that will affect the

development and commercial success of our current products and any future products that we may develop are price reliability of

supply quality and enhanced product features

Revenue and gross profit derived from sales of generic pharmaceutical products tend to follow pattern based to significant degree

on regulatory and competitive factors As patents for branded products and related exclusivity periods expire or are ruled invalid the

first generic pharmaceutical manufacturer to receive regulatory approval for generic version of the reference product is generally

able to achieve significant market penetration and higher margins on that product As competing generic manufacturers receive

regulatory approval on this product market share revenue and gross profit typically decline for the original generic entrant In

addition as more competitors enter specific generic market the average selling price per unit dose of the particular product typically

declines for all competitors The level of market share revenue and
gross



profit attributable to particular generic pharmaceutical product is significantly influenced by the number of competitors in that

products market and the timing of that products regulatory approval and launch in relation to competing approvals and launches We

intend to continue to develop and introduce new products in timely and cost-effective manner identify niche products with

significant barriers to entry and develop products with enhanced features or other competitive advantages in order to maintain and

grow our revenue and
gross margins In the future we may challenge proprietary product patents to seek first-to-market rights

Intellectual Property

As specialty and generic pharmaceutical company we have limited intellectual property surrounding our generic injectable

products We are developing specialized devices systems and branding strategies that we aggressively seek to protect through trade

secrets unpatented proprietary know-how continuing technological innovation and traditional intellectual property protection

through trademarks copyrights and patents to preserve our competitive position In addition we seek copyright protection of our

packaging and labels Our current trademarks include Sagent Pharmaceuticals Sagent Injectables Excellence Discover

Injectables Excellence and PreventlV Measures

Product Development

We maintain an active product development program Our new product pipeline can generally be classified into two categories

new products for which we have submitted or acquired Abbreviated New Drug Applications ANDAs that are filed and under

review by the FDA and ii new products for which we have begun initial development activities such as sourcing of API and

finished products and preparing the necessary ANDAs As of December 31 2011 our new product pipeline included 36 products

represented by 63 ANDAs that we had filed or licensed rights to and were under review by the FDA and six products represented by

13 ANDAs that the FDA recently approved and are pending commercial launch and ii approximately 31 additional products under

initial development

Our 63 ANDAs under review by the FDA as of December 31 2011 have been on file for an average
of approximately 27 months

with eight of them being on file for less than 12 months 15 of them being on file for between 12 and 24 months and 40 of them being

on file for longer than 24 months We expect to launch substantially all of these new products by the end of 2013

Our product development activities also include expanding our product portfolio by adding new products through in-licensing and

similararrangements with foreign manufacturers and domestic virtual pharmaceutical development companies that seek to utilize our

U.S sales and marketing expertise We believe we provide our business partners with significant value under these arrangements by

eliminating their need to develop and maintain U.S.-focused sales and marketing organization As of December 31 2011 we
marketed 20 of our 33 products under these type of in-licensing arrangements Through these types of arrangements we intend to

continue to expand our product portfolio in cost-effective manner

We either own or license the rights to ANDAs for the products that we market and sell which is generally determined based on the

scope of services provided to us by particular business partner For example we typically license the rights to ANDAs under

collaborations in which the supplier only provides us with manufacturing services and typically own the ANDAs under collaborations

in which the supplier also provides us with development services When possible we manage the regulatory submission of ANDAs
for products developed in collaboration with our partners We also assist our partners in developing ANDAs and will typically lead

FDA interactions post submission We believe that our focus on high-quality ANDA filings our guidance to partners during the

development process and our on-going dialogue with the FDA have contributed to shorter product approval timelines than the

industry median We filed our first ANDA with the FDA in July 2007 and through December 31 2011 have filed or our business

partners have filed total of 144 ANDAs with the FDA

The goal of our product development activities is to select opportunities develop finished products complete and submit regulatory

submissions and obtain regulatory approvals allowing product commercialization Our product development efforts are customer

focused and use our strong understanding of market needs from our long-term customer relationships to drive product selection Once

we identify new product for development we secure the necessary development services API sourcing and finished product

manufacturing from one or more of our existing or new business partners We also select new products for development based on our

ability to expand our existing collaborations to cover additional products that are currently manufactured or being developed by our

business partners We have made and will continue to make substantial investment in product development Product development

costs for the year ended December 31 2011 totaled $12.8 million



We utilize an in-house project management team of eight employees five of whom have Ph.Ds and two of whom are located in China

and India to manage our product development activities and coordinate such activities with our business partners Our experienced

project management team has expertise in areas such as pharmaceutical formulation analytical chemistry and drug delivery and

experience working with our business partners We currently manage our product development activities out of our corporate

headquarters in Schaumburg Illinois while the actual development activities occur in the laboratories and other facilities of our

business partners

Our Collaboration Network

Overview

We have developed an international network of collaborations that provide us with extensive and diverse capabilities in the areas of

new product development API sourcing finished product manufacturing and other business development opportunities We have

been able to establish our collaboration network based on the long-standing relationships that our senior management and business

development teams have with pharmaceutical companies located principally in China and India but also in Europe and the Americas

As of December 31 2011 we had 47 business partners worldwide including 16 in Europe 11 in China and Taiwan eight in the

Americas eight in India and four in the Middle East We currently do not manufacture any API or finished products ourselves

In general our business partners provide us with product development services API or finished product manufacturing or

combination of the three with respect to one or more of our products We typically enter into long-term agreements with our business

partners The specific terms of these agreements vary
in number of respects including the scope of services being provided to us by

the partner and the nature of the pricing structure In general we believe our agreements contain degree of flexibility to ensure that

both we and our partners can achieve attractive financial returns depending on changes in market conditions and the competitive

landscape for specific products Our most common types of collaborations are manufacture and supply development licensing or

marketing agreements The general terms of these agreements are summarized below

Manufacture and Supply Agreements Our manufacture and supply agreements typically consist of the following elements

the supplier agrees to manufacture and supply us with our finished product requirements typically under its ANDA

we generally obtain the exclusive right to sell market and distribute these products in the U.S with in some cases such

exclusivity subject to our obtaining and maintaining specified market share

in the case of an exclusive agreement we are required to obtain all of our requirements
from the supplier

the term of the agreement is typically seven years varying from three to eight years from the date of product launch and

thereafter automatically renews for periods of one or two years
unless either party provides prior notice

we agree to use commercially reasonable efforts to market the subject products consistent with our usual methods of

commercializing marketing and selling other pharmaceutical products

we pay specified transfer price for each unit of each product

the supplier has the right to change the transfer price to reflect actual changes in the costs of its raw materials packaging

storage or regulatory compliance from time to time

we and the supplier agree to discuss reductions in transfer price due to changes in market conditions as may be required to

keep the product competitively priced in the U.S market



the terms may include our payment of percentage of the net profit from sales of products covered by the agreement and

termination may generally be initiated by either party upon the uncured breach of material provision of the agreement

by the other party ii either party
if the other party files petition for bankruptcy is or becomes insolvent or makes an

assignment for the benefit of its creditors and in certain agreements iii us if we decide in our sole discretion to no

longer market the product or if regulatory body denies or revokes approval for or otherwise attempts to restrict or prohibit

the manufacture packaging labeling storage importation sale or use of the product

Development Manufacture and Supply Agreements In addition to the preceding provisions relating to the manufacture and supply of

product some agreements also include provisions under which the supplier will develop the product on our behalf Such

development terms typically include the following provisions

in collaboration with our technical quality and regulatory teams the supplier develops produces exhibit batches and

provides us with data necessary for the preparation and filing of an ANDA for product

our regulatory group compiles and submits the ANDA to the FDA in our name

we pay the supplier specified portions of agreed development fees upon successful completion of certain development

milestones typically including execution of the definitive development agreement ii completion of stability batches

iiisubmission of the ANDA to the FDA and iv approval of the ANDA by the FDA and

in certain circumstances we may agree to pay for or provide the API and innovator product samples used in the

development

Licensing or Marketing Agreements In certain cases we have entered licensing or marketing agreements under which we agree to

market through our sales and marketing team certain proprietary or generic products owned by others to our end-user customers as

well as facilitate contract negotiations with GPOs These agreements also typically provide that we will utilize our established

infrastructure to support the commercialization of the product including providing some or all of the customer service warehousing

and distribution services and any required order-to-cash processes The terms of these agreements generally provide for us to earn

royalty based on net sales or net profit and for reimbursement of our direct
expenses plus an additional service fee Our exclusive

agreement with Actavis an international pharmaceutical company to commercialize for sale in the U.S portfolio of its injectable

products as further discussed below in Key Suppliers and Marketing Partners is an example of this type of agreement

Joint Ventures

In addition to the foregoing types of agreements we also utilize joint venture arrangements in sourcing our products We currently

have two joint ventures which are summarized below

Kanghong Sagent Chengdu Pharmaceutical Corporation Limited KSCP
In December 2006 we established our 50/50 KSCP joint venture with Chengdu Kanghong Technology Group Co Ltd CKT to

construct and operate FDA approvable current Good Manufacturing Practice cGMP sterile manufacturing facility in Chengdu
China that will provide us with access to dedicated manufacturing capacity that utilizes state-of-the-art full isolator technology for

aseptic filling Through this facility KSCP is expected to manufacture finished products for us on an exclusive basis for sale in the

U.S and other attractive markets and for third parties on contract basis for sale in other markets Our KSCP joint venture may also

directly access the Chinese domestic market Site validation and development activities were undertaken and the first filings were

submitted to the FDA from this facility in 2011 and we believe the facility may undergo FDA inspection as early as 2012



Sagent Strides

In January 2007 we and Strides Arcolab International Limited company based in the United Kingdom and wholly-owned

subsidiary of Strides Arcolab Limited Strides entered into joint venture agreement pursuant to which the parties formed Sagent

Strides LLC Sagent Strides The joint venture was formed for the purpose of selling into the U.S market wide variety of

generic injectable products manufactured by Strides in their Indian facilities Thereafter we and Sagent Strides entered into number

of agreements relating to distribution manufacture supply and quality and as of December 31 2011 these agreements covered

total of 22 different products represented by 29 ANDA filings As of December 31 2011 one product was in initial development

seven products were subject to ANDAs under review by the FDA five products have been approved by the FDA and nine products

have been launched by us

Key Suppliers and Marketing Partners

Two of our business partners A.C.S Dobfar S.p.a Dobfar and Gland Pharma Limited Gland provided us with products that

collectively accounted for approximately 33% and 29% respectively of our total net revenue for the year
ended December 31 2011

approximately 45% and 33% respectively of our total net revenue for the year ended December 31 2010 and approximately 59%

and 14% respectively of our total net revenue for the year ended December 31 2009 Set forth below is brief discussion of the

terms of our arrangements with these two partners along with our agreement with Actavis

Dobfar

In December 2007 we entered into manufacture and supply agreement with ACS Dobfar SpA-Italy Dobfar and its distributor

WorldGen LLC WorldGen Pursuant to the agreement Dobfar develops manufactures and supplies us with presentations of

cefepime through WorldGen

We have agreed to pay WorldGen the transfer price for each unit of cefepime provided under the agreement The initial term of the

agreement expires on April 2013 after which we have the option to renew the agreement for successive additional one-year terms

unless Dobfar provides notice of its intent to terminate the agreement at least one year prior to its initial expiration date or at least six

months prior to the expiration of renewal term

In addition we also have supply agreements or other purchase commitments with Dobfar and/or WorldGen covering six currently

marketed productsampicillin ampicillin and sulbactam cefazolin cefoxitin ceftazadime and ceftriaxone and with ACS Dobfar

SA-Switzerland covering three currently marketed products ciprofloxacin fluconazole and levofloxacinand one additional

product currently under initial development

Gland

In June 2008 we entered into development and supply agreement with Gland Pursuant to the agreement we and Gland jointly

developed our heparin products and Gland agreed to supply us heparin for sale in the U.S market In addition we have agreed to use

Gland as our exclusive supplier for heparin and Gland has agreed not to directly or indirectly sell heparin to any other person or

entity that markets or makes use of or sells heparin in the U.S subject to certain exceptions

We are required to use our best efforts to attain no later than within the 12-month period following the fourth anniversary of the

launch date of heparin minimum U.S market share based upon IMS data We achieved this minimum U.S market share during

2011 We have agreed to pay transfer price for each unit of heparin supplied under the agreement plus percentage of the net profit

from the sales of heparin In addition each of us has agreed to share the cost of development activities equally up to specified

amount

The initial term of the agreement expires in June 2016 after which the agreement automatically renews for consecutive periods of

one year unless third party
has rights to market heparin in the U.S as result of our discontinuing active sales of heparin there or

either party provides notice of its intent to terminate the agreement at least 24 months prior to the desired date of termination



In addition we also have other supply agreements with Gland covering one currently marketed product adenosine and additional

products currently under initial development

Actavis

In April 2009 we entered into development manufacturing and supply agreement with Actavis an international pharmaceutical

company Under the terms of this agreement we became the exclusive U.S marketing partner under certain conditions for portfolio

of six specialty injectable products developed and manufactured by Actavis under its ANDAs In February 2010 this agreement was

amended to include two additional products Pursuant to this agreement Actavis will supply these products to us at specified

transfer price and will receive specified percentage of the net profit from sales of such products As of December 31 2011 this

agreement with Actavis covered 12 products six of which are currently marketed three products subject to an ANDA under review

by the FDA and three products in initial development We expect to further amend our agreement with Actavis to cover additional

products in the future

The term of the agreement with respect to each product covered is three or five years depending on the product from the first sale

of each product to us by Actavis unless earlier terminated or extended The agreement may be terminated by either party in the event

of an uncured material breach or default after notice or by Actavis in the event that any product is no longer economically viable The

term is automatically extended for unlimited additional periods of one year unless either party gives notice of non-renewal at least six

months prior to the renewal of the then-current term

Quality Assurance and Facility Compliance

An important component of our strategy is to actively partner with our international network of collaborators to focus on quality

assurance QA U.S cGMP compliance regulatory affairs and product development We have developed and implemented quality

management systems including our in-house QA and facility compliance teams to inspect assess train and qualify our vendors

facilities work to ensure that the facilities and the products manufactured in those facilities for us are cGMP compliant and provide

support for product launches and regulatory agency facility inspections Our QA team provides product distribution authorization for

finished products before they are shipped under our name releases product upon receipt at our Memphis distribution center and

monitors on-going product quality throughout the product lifecycle Our in-house facility compliance team qualifies new vendors

through an extensive inspection process implements our quality control systems and monitors on-going vendor compliance with

cGMPs through on-going surveillance cGMP training and periodic performance evaluations We work with our API product

development and finished product manufacturing partners to evaluate facility design and capability to ensure that such facilities meet

or exceed industry standards and on-going FDA compliance As of December 31 2011 our in-house facility compliance team had

qualified over 90 vendor sites We are committed to upholding and enforcing our quality standards and only establish collaboration

with those business partners who we believe share our commitment to quality and regulatory compliance

In addition we have robust on-going qualification and compliance programs in place which include routine audits performance

evaluations and for-cause audits Since our first product launch in December 2007 we have undergone two FDA inspections in 2007

and 2010 Neither inspection resulted in the issuance of an FDA Form 483 During the summer of 2010 we unilaterally initiated

voluntary recall of two products based upon our discovery of foreign matter in these products despite our business partners

contention that recall was not necessary On March 2011 we initiated voluntary recall of all lots of one of our critical care

products delivered in pre-filled syringe that we sold from April 2010 to March 2011 due to reports of incompatibility of certain

needleless I.V sets with these products Because of our robust quality management system dedicated QA team and on-going quality

checks we were able to promptly identity this product quality issue and effectively address necessary remediation allowing us to

maintain our reputation for proven commitment to deliver quality products to our customers
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Financial Information on Geographic Areas

All of our sales are made in the United States of America and its territories

Employees

As of December 31 2011 we had total of 99 full-time employees of which 30 were in sales and marketing 29 were in regulatory

affairs and facility compliance and 40 were in administration and finance None of our employees are represented by labor union or

subject to collective bargaining agreement We have not experienced any work stoppage and consider our relations with our

employees to be good

Corporate Information

Sagent Pharmaceuticals Inc is Delaware corporation that was incorporated in 2011 We are publicly traded company with

Common Stock listed on the NASDAQ Global Market under the symbol SGNT Our executive offices are located at 1901

Roselle Road Suite 700 Schaumburg Illinois Our telephone number is 847 908-1600 Our website is www.sagentpharma.com

The information contained on our website is not included as part of or incorporated by reference into this Annual Report on Form

10-K

Available Information

Our Annual Reports on Form 10-K Quarterly Reports on Form 0-Q Current Reports on Form 8-K and amendments to those reports

filed or furnished pursuant to Section 13a or 15d of the Securities Exchange Act of 1934 as amended are available free of charge

as soon as reasonably practicable after we electronically file them with or furnish them to the SEC You can access our filings with

the SEC by visiting www.sagenwharma.com

Item 1A Risk Factors

You should read the following risk factors carefully in connection with evaluating our business and the forward-looking information

contained in this Annual Report on Form 10-K Any of the following risks could materially and adversely affect our business

operating resultsfinancial condition and the actual outcome of matters as to which forward-looking statements are made in this

Annual Report on Form 10-K While we believe we have identified and discussed below the key risk factors affecting our business

there may be additional risks and uncertainties that are not presently known or that are not currently believed to be significant that

may adversely affect our business operating results or financial condition in the future

We rely on our business partners for the manufacture of ourproducts and if our business partners fail to supply us with high-

quality API or finished products in the quantities we require on timely basis sales of our products could be delayed or prevented

our revenues could decline and we may not achieve profitability

We currently do not manufacture any API or finished products ourselves Instead we rely upon our business partners located outside

of the U.S for the supply of API and finished product manufacturing In many cases we rely upon limited number of business

partners to supply us with the API or finished products for each of our products If our business partners
do not continue to provide

these services to us we might not be able to obtain these services from others in timely manner or on commercially acceptable

terms Likewise if we encounter delays or difficulties with our business partners in producing API or our finished products the

distribution marketing and subsequent sales of these products could be adversely affected If for any reason our business partners

are unable to obtain or deliver sufficient quantities of API or finished products on timely basis or we develop any significant

disagreements with our business partners the manufacture or supply of our products could be disrupted which may decrease our

sales revenue increase our operating expenses or otherwise negatively impact our operations In addition if we are unable to engage

and retain business partners for the supply of API or finished product manufacturing on commercially acceptable terms we may not

be able to sell our products as planned
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All of our products are sterile injectable pharmaceuticals The manufacture of all of our products is highly exacting and complex and

our business partners may experience problems during the manufacture of API or finished products for variety of reasons including

equipment malfunction failure to follow specific protocols and procedures manufacturing quality concerns problems with raw

materials natural disaster related events or other environmental factors In addition the manufacture of certain API that we require

for our products or the finished products require dedicated facilities and we may rely on limited number or in certain cases single

vendors for these products and services If problems arise during the production storage or distribution of batch of product that

batch of product may have to be discarded If we are unable to find alternative sources of API or finished products this could among

other things lead to increased costs lost sales damage to customer relations time and expense spent investigating the cause and

depending upon the cause similar losses with respect to other batches or products If problems are not discovered before the product

is released to market voluntary recalls corrective actions or product liability related costs may also be incurred For example on

March 2011 we initiated voluntary recall of all lots of one of our critical care products delivered in pre-fifled syringe that we
sold from April 2010 to March 2011 due to reports of incompatibility of certain needleless I.V sets with these products and in the

summer of 2010 we unilaterally initiated voluntary recall of two products based upon our discovery of foreign matter in these

products Problems with respect to the manufacture storage or distribution of our products could materially disrupt our business and

reduce our revenues and prevent or delay us from achieving profitability

While large finished product manufacturers have historically purchased API from foreign manufacturers and then manufactured and

packaged the finished product in their own facility recent growth in the number of foreign manufacturers capable of producing high-

quality finished products at low cost have provided these finished product manufacturers opportunities to outsource the manufacturing

of their products at lower costs than manufacturing such products in their own facilities If the large finished product manufacturers

continue to shift production from their own facilities to companies that we collaborate with to provide product development services

API or finished product manufacturing we may experience added competition in obtaining these services which we rely upon to meet

our customers demands

If we or any of our business partners are unable to comply with the regulatory standards applicable to pharmaceutical drug

manufacturers we may be unable to meet the demand for our products may lose potential revenues and may not achieve

profitability

All of our business partners who supply us with API or finished products are subject to extensive regulation by governmental

authorities in the U.S and in foreign countries Regulatory approval to manufacture drug is site-specific Our vendors facilities and

procedures are subject to ongoing regulation including periodic inspection by the FDA and foreign regulatory agencies Following an

inspection an agency may issue notice listing conditions that are believed to violate cGMP or other regulations or warning letter

for violations of regulatory significance that may result in enforcement action if not promptly and adequately cured If any

regulatory body were to require one of our vendors to cease or limit production our business could be adversely affected Identifying

alternative vendors and obtaining regulatory approval to change or substitute API or manufacturer of finished product can be time

consuming and expensive Any resulting delays and costs could have material adverse effect on our business financial position and

results of operations We cannot assure you that our vendors will not be subject to such regulatory action in the future

The FDA has the authority to revoke drug approvals previously granted and remove from the market previously approved products

for various reasons including issues related to cGMP We may be subject from time to time to product recalls initiated by us or by the

FDA Delays in obtaining regulatory approvals the revocation of prior approvals or product recalls could impose significant costs on

us and adversely affect our ability to generate revenue

Furthermore violations by us or our vendors of FDA regulations and other regulatory requirements could subject us to among other

things

warning letters

fines and civil penalties

total or partial suspension of production or sales

product seizure or recall
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withdrawal of product approval and

criminal prosecution

Any of these or any other regulatory action could have material adverse effect on our business financial position and results of

operations

We maintain our own in-house quality assurance and facility compliance teams that inspect assess train and qualify our business

partners facilities for use by us work to ensure that the facilities and the products manufactured in those facilities for us are cGMP

compliant and provide support for product launches and regulatory agency facility inspections Despite these comprehensive quality

programs we cannot assure you that our business partners will adhere to our quality standards or that our compliance teams will be

successful in ensuring that our business partners facilities and the products manufactured in those facilities are cGMP compliant If

our business partners fail to comply with our quality standards our ability to compete may be significantly impaired and our business

financial conditions and results of operations may be materially adversely affected

Any change in the regulations enforcement procedures or regulatory policies established by the FDA and other regulatory

agencies could increase the costs or time of development of our products and delay or prevent sales of our products and our

revenues could decline and we may not achieve profitability

Our products generally must receive appropriate regulatory clearance from the FDA before they can be sold in the U.S Any change

in the regulations enforcement procedures or regulatory policies set by the FDA and other regulatory agencies could increase the

costs or time of development of our products and delay or prevent sales of our products We cannot determine what effect changes in

regulations statutes legal interpretation or policies when and if promulgated enacted or adopted may have on our business in the

future Such changes could among other things require

changes to manufacturing methods

expanded or different labeling

recall replacement or discontinuance of certain products

additional record keeping

changes in methods to determine bio-equivalents and

payment of significant filing fees with ANDA submissions

Such changes or new legislation could increase the costs or delay or prevent sales of our products and our revenues may decline and

we may not be able to achieve profitability In addition increases in the time that is required for us to obtain FDA approval of

ANDAs could delay our commercialization of new products In that regard the time required to obtain FDA approval of ANDAs has

increased over the last three
years

from an industry-wide median of approximately 22 months after initial filing in 2008 to an

industry-wide median of approximately 31 months after initial filing in 2011 FDA approval times could continue to increase as

result of the upcoming expiration of the U.S patents covering number of key injectable pharmaceutical products No assurance can

be given that ANDAs submitted for our products will receive FDA approval on timely basis if at all nor can we estimate the timing

of the ANDA approvals with any
reasonable degree of certainty
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relatively small group of products supplied by limited number of our vendors represents sign ifi cant portion of our net

revenues If the volume or pricing of any of these products declines or we are unable to satisfy market demand for these products

it could have material adverse effect on our business financial position and results of operations

Sales of limited number of our products currently collectively represent significant portion of our net revenues If the volume or

pricing of our largest selling products declines in the future or we are unable to satisfy market demand for these products our

business financial position and results of operations could be materially adversely affected Two of our products heparin and

cefepime collectively accounted for approximately 39% and 53% of our net revenue for the years ended December 31 2011 and

2010 respectively and cefepime accounted for approximately 40% of our net revenue for the
year

ended December 31 2009 We

expect that our heparin and cefepime products will continue to represent significant portion of our net revenues for the foreseeable

future These and our other key products could be rendered obsolete or uneconomical by numerous factors many of which are beyond

our control including

pricing actions by competitors

development by others of new pharmaceutical products that are more effective than ours

entrance of new competitors into our markets

loss of key relationships with suppliers GPOs or end-user customers

technological advances

manufacturing or supply interruptions

changes in the prescribing practices of physicians

changes in third-party reimbursement practices

product liability claims and

product recalls or safety alerts

Any factor adversely affecting the sale of our key products may cause our revenues to decline and we may not be able to achieve

profitability

In addition we currently rely on single vendors to supply us with the API and finished product manufacturing with respect to each of

our two top selling products The agreement under which we obtain the API and finished product manufacturing for our cefepime

product has an initial term that expires on April 2013 If we are unable to maintain our relationships with these vendors on

commercially acceptable terms it could have material adverse effect on our business financial position and results of operations

Our markets are highly competitive and if we are unable to compete successfully our revenues could decline and our future

profitability could be jeopardized

The injectable pharmaceutical market is highly competitive Our competitors include large pharmaceutical and biotechnology

companies specialty pharmaceutical companies and generic drug companies Our principal competitors include Baxter Boehringer

Fresinius Hikma Hospira Pfizer Sandoz and Teva In most cases these competitors have access to greater financial marketing

technical and other resources As result they may be able to devote more resources to the development manufacture marketing and

sale of their products receive greater share of the capacity from API suppliers and finished product manufacturers and more support

from independent distributors initiate or withstand substantial price competition or more readily take advantage of acquisition or

other opportunities
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The generic segment of the injectable pharmaceutical market is characterized by high level of price competition as well as other

competitive factors including reliability of supply quality and enhanced product features To the extent that any of our competitors

are more successful with respect to any key competitive factor our business results of operations and financial position could be

adversely affected Pricing pressure could arise from among other things limited demand growth or significant number of

additional competitive products being introduced into particular product market price reductions by competitors the ability of

competitors to capitalize on their economies of scale and create excess product supply the ability of competitors to produce or

otherwise secure API and/or finished products at lower costs than what we are required to pay to our business partners under our

collaborations and the access of competitors to new technology that we do not possess

In addition to competition from established market participants new entrants to the generic injectable pharmaceutical market could

substantially reduce our market share or render our products obsolete Most of our products are generic injectable versions of branded

products As patents for branded products and related exclusivity periods expire or are ruled invalid the first generic pharmaceutical

manufacturer to receive regulatory approval for generic version of the reference product is generally able to achieve significant

market penetration and higher margins on that product As competing generic manufacturers receive regulatory approval on this

product market share revenue and gross profit typically decline for the original generic entrant In addition as more competitors

enter specific generic market the average selling price per unit dose of the particular product typically declines for all competitors

Our ability to sustain our level of market share revenue and gross profit attributable to particular generic pharmaceutical product is

significantly influenced by the number of competitors in that products market and the timing of that products regulatory approval

and launch in relation to competing approvals and launches

Branded pharmaceutical companies often take aggressive steps to thwart competition from generic companies The launch of our

generic products could be delayed because branded drug manufacturers may among other things

make last minute modifications to existing product claims and labels thereby requiring generic products to reflect this

change prior to the drug being approved and introduced in the market

file new patents for existing products prior to the expiration of previously issued patent which could extend patent

protection for additional years

file patent infringement suits that automatically delay for specific period the approval of generic versions by the FDA

develop and market their own generic versions of their products either directly or through other generic pharmaceutical

companies and

file citizens petitions with the FDA contesting generic approvals on alleged health and safety grounds

Furthermore the FDA may grant single generic manufacturer other than us 180-day period of marketing exclusivity under the

Drug Price Competition and Patent Term Restoration Act of 1984 as patents or other exclusivity periods for branded products expire

If we are unable to continue to develop and commercialize new products in timely and cost-effective manner we may not achieve

our expected revenue growth or profitability or such revenue growth and profitability if any could be delayed

Our future success will depend to significant degree on our ability to continue to develop and commercialize new products in

timely and cost-effective manner The development and commercialization of new products is complex time-consuming and costly

and involves high degree of business risk As of December 31 2011 we marketed 33 products and our new product pipeline

included 36 products represented by 63 ANDAs that we had filed or licensed rights to and were under review by the FDA and six

products represented by 13 ANDAs that have been recently approved and are pending commercial launch We expect to launch

substantially all of these 42 new products by the end of 2013 We may however encounter unexpected delays in the launch of these

products or these products if and when fully commercialized by us may not perform as we expect For example our 63 pending

ANDAs may not receive FDA approval on timely basis if at all
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The success of our new product offerings will depend upon several factors including our ability to properly anticipate customer

needs obtain timely regulatory approvals and locate and establish collaborations with suppliers of API product development and

finished product manufacturing in timely and cost-effective manner In addition the development and commercialization of new

products is characterized by significant up-front costs including costs associated with product development activities sourcing API

and manufacturing capability obtaining regulatory approval building inventory and sales and marketing Furthermore the

development and commercialization of new products is subject to inherent risks including the possibility that any new product may

fail to receive or encounter unexpected delays in obtaining necessary regulatory approvals

be difficult or impossible to manufacture on large scale

be uneconomical to market

fail to be developed prior to the successful marketing of similar or superior products by third parties and

infringe on the proprietary rights of third parties

We may not achieve our expected revenue growth or profitability or such revenue growth and profitability if any could be delayed if

we are not successful in continuing to develop and commercialize new products

If we are unable to maintain our GPO relationships our revenues could decline andfuture profitability could be jeopardized

Most of the end-users of injectable pharmaceutical products have relationships with GPOs whereby such GPOs provide such end-

users access to broad
range

of pharmaceutical products from multiple suppliers at competitive prices and in certain cases exercise

considerable influence over the drug purchasing decisions of such end-users Hospitals and other end-users contract with the GPO of

their choice for their purchasing needs Collectively we believe the five largest U.S GPOs represented the majority of the acute care

hospital market in 2011 We currently derive and expect to continue to derive large percentage of our revenue from end-user

customers that are members of small number of GPOs For example the five largest U.S GPOs represented end-user customers that

collectively accounted for approximately 30% 35% and 35% of our net contract revenue for each of the years ended December 31

2011 2010 and 2009 Maintaining our strong relationships with these GPOs will require us to continue to be reliable supplier offer

broad product line remain price competitive comply with FDA regulations and provide high-quality products Although our GPO

pricing agreements are typically multi-year in duration most of them may be terminated by either party with 60 or 90 days notice

The GPOs with whom we have relationships may have relationships with manufacturers that sell competing products and such GPOs

may earn higher margins from these products or combinations of competing products or may prefer products other than ours for other

reasons If we are unable to maintain our GPO relationships sales of our products and revenue could decline

We rely on limited number of pharmaceutical wholesalers to distribute our products

As is typical in the pharmaceutical industry we rely upon pharmaceutical wholesalers in connection with the distribution of our

products significant amount of our products are sold to end-users under GPO pricing arrangements through limited number of

pharmaceutical wholesalers We currently derive and expect to continue to derive large percentage of our sales through the three

largest wholesalers in the U.S market Cardinal Health Amerisource and McKesson For the year ended December 31 2011 the

products we sold through these wholesalers accounted for approximately 33% 28% and 22% respectively of our net revenue

Collectively our sales to these three wholesalers represented approximately 83% 85% and 89% of our net revenue for the
years

ended December 31 2011 2010 and 2009 respectively If we are unable to maintain our business relationships with these maj or

pharmaceutical wholesalers on commercially acceptable terms it could have material adverse effect on our sales and may prevent

us from achieving profitability
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We depend upon our key personne4 the loss of whom could adversely affect our operations If we fail to attract and retain the

talent required for our business our business could be materially harmed

We are relatively small company and we depend to significant degree on the principal members of our management and sales

teams which include Messrs Yordon Singer Logerfo Pauli Patterson and Drake The loss of services from any of these persons

may significantly delay or prevent the achievement of our product development or business objectives We carry key man life

insurance on Mr Yordon in the amount of $5.0 million we do not carry key man life insurance on any other key personnel We have

entered into employment agreements with certain of our key employees that contain restrictive covenants relating to non-competition

and non-solicitation of our customers and employees for period of 12 months after termination of employment Nevertheless each

of our officers and key employees may terminate his or her employment at any time without notice and without cause or good reason

and so as practical matter these agreements
do not guarantee the continued service of these employees Our success depends upon

our ability to attract and retain highly qualified personnel Competition among pharmaceutical and biotechnology companies for

qualified employees is intense and the ability to attract and retain qualified individuals is critical to our success We may not be able

to attract and retain these individuals on acceptable terms or at all and our inability to do so could significantly impair our ability to

compete

Our inability to manage our planned growth could harm our business

As we expand our business we expect that our operating expenses and capital requirements will increase As our product portfolio

and product pipeline grow we may require additional personnel on our project management in-house quality assurance and facility

compliance teams to work with our partners on quality assurance U.S cGMP compliance regulatory affairs and product

development As result our operating expenses and capital requirements may increase significantly In addition we may encounter

unexpected difficulties managing our worldwide network of collaborations with API suppliers and finished product developers and

manufacturers as we seek to expand such network in order to expand our product portfolio Our ability to manage our growth

effectively requires us to forecast accurately our sales growth and manufacturing capacity and to expend funds to improve our

operational financial and management controls reporting systems and procedures If we are unable to manage our anticipated growth

effectively our business could be harmed

We may be exposed to product liability claims that could cause us to incur significant costs or cease selling some of our products

Our business inherently exposes us to claims for injuries allegedly resulting from the use of our products We may be held liable for

or incur costs related to liability claims if any of our products cause injury or are found unsuitable during development manufacture

sale or use These risks exist even with respect to products that have received or may in the future receive regulatory approval for

commercial use If we cannot successfully defend ourselves against product liability claims we may incur substantial liabilities Even

successful defense would require significant financial and management resources Regardless of the merits or eventual outcome

liability claims may result in

decreased demand for our products

injury to our reputation

initiation of investigations by regulators

costs to defend the related litigation

diversion of managements time and resources

compensatory damages and fines

product recalls withdrawals or labeling marketing or promotional restrictions
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loss of revenue and

exhaustion of any available insurance and our capital resources

Our product liability insurance may not be adequate and at any time insurance coverage may not be available on commercially

reasonable terms or at all product liability claim could result in liability to us greater than our insurance coverage or assets Even if

we have adequate insurance coverage product liability claims or recalls could result in negative publicity or force us to devote

significant time and attention to those matters

Ifourproducts conflict with the intellectual property rights of third parties we may incur substantial liabilities and we may be

unable to commercialize products in profitable manner or at all

We seek to launch generic pharmaceutical products either where patent protection or other regulatory exclusivity of equivalent

branded products have expired where patents have been declared invalid or where products do not infringe on the patents of others

However at times we may seek approval to market generic products before the expiration of patents relating to the branded versions

of those products based upon our belief that such patents are invalid or otherwise unenforceable or would not be infringed by our

products Our success depends in part on our ability to operate without infringing the patents and proprietary rights of third parties

The manufacture use and sale of generic versions of products has been subject to substantial litigation in the pharmaceutical industry

These lawsuits relate to the validity and infringement of patents or proprietary rights of third parties If our products were found to be

infringing on the intellectual property rights of third-party we could be required to cease selling the infringing products causing us

to lose future sales revenue from such products and face substantial liabilities for patent infringement in the form of either payment
for the innovators lost profits or royalty on our sales of the infringing product These damages may be significant and could

materially adversely affect our business Any litigation regardless of the merits or eventual outcome would be costly and time

consuming and we could incur significant costs and/or significant reduction in revenue in defending the action and from the

resulting delays in manufacturing marketing or selling any of our products subject to such claims

Recently enacted and future healthcare law and policy changes may adversely affect our business

In March 2010 the U.S Congress enacted the Patient Protection and Affordable Care Act and the Health Care and Education

Reconciliation Act This health care reform legislation is intended to broaden access to health insurance reduce or constrain the

growth of healthcare spending enhance remedies against fraud and abuse add new transparency requirements for healthcare and

health insurance industries impose new taxes and fees on the health industry and impose additional health policy reforms While we
will not know the full effects of this health care reform legislation until applicable federal and state agencies issue regulations or

guidance under the new law it appears likely to continue the pressure on pharmaceutical pricing especially under the Medicare

program and may also increase our regulatory burdens and operating costs

We expect both federal and state governments in the U.S and foreign governments to continue to propose and pass new legislation

rules and regulations designed to contain or reduce the cost of healthcare while expanding individual healthcare benefits Existing

regulations that affect the price of pharmaceutical and other medical products may also change before any of our products are

approved for marketing Cost control initiatives could decrease the price that we receive for any product we develop in the future In

addition third-party payors are increasingly challenging the price and cost-effectiveness of medical products and services Significant

uncertainty exists as to the reimbursement status of newly approved pharmaceutical products including injectable products Our

products may not be considered cost effective or adequate third-party reimbursement may not be available to enable us to maintain

price levels sufficient to realize return on our investments

If reimbursement for our current or future products is reduced or modified our business could suffer

Sales of our products depend in part on the extent to which the costs of our products are paid by health maintenance managed care

pharmacy benefit and similar healthcare management organizations or are reimbursed by government health administration

authorities private health coverage insurers and other third-party payors These healthcare management
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organizations and third-party payors are increasingly challenging the prices charged for medical products and services Additionally

as discussed above the containment of healthcare costs has become priority of federal and state governments and the prices of

drugs and other healthcare products have been targeted in this effort Accordingly our current and potential products may not be

considered cost effective and reimbursement to the consumer may not be available or sufficient to allow us to sell our products on

competitive basis Legislation and regulations affecting reimbursement for our products may change at any
time and in ways that are

difficult to predict and these changes may have material adverse effect on our business Any reduction in Medicare Medicaid or

other third-party payor
reimbursements could have material adverse effect on our business financial position and results of

operations

Any failure to comply with the complex reporting and payment obligations under Medicare Medicaid and other government

programs may result in litigation or sanctions

We are subject to various federal state and foreign laws pertaining to foreign corrupt practices and healthcare fraud and abuse

including anti-kickback marketing and pricing laws Violations of these laws are punishable by criminal and/or civil sanctions

including in some instances imprisonment and exclusion from participation in federal and state healthcare programs such as

Medicare and Medicaid If there is change in laws regulations or administrative or judicial interpretations we may have to change

our business practices or our existing business practices could be challenged as unlawful which could materially adversely affect our

business financial position and results of operations

Current economic conditions could adversely affect our operations

The current economic environment is marked by high unemployment rates and financial stresses on households from rising debt and

loss in property value In addition the securities and credit markets have been experiencing volatility and in some cases have exerted

negative pressure on the availability of liquidity and credit capacity for certain borrowers Demand for our products may decrease due

to these adverse economic conditions as the loss of jobs or healthcare coverage decreases an individuals ability to pay for elective

healthcare or causes individuals to delay procedures Interest rate fluctuations changes in capital market conditions and adverse

economic conditions may also affect our customers ability to obtain credit to finance their purchases of our products which could

reduce our revenue and prevent or delay our profitability

We may need to raise additional capital in the event we change our business plan or encounter unexpected developments which

may cause dilution to our existing stockholders restrict our operations or require us to relinquish rights

We may require significant additional funds earlier than we currently expect to in the event we change our business plan or encounter

unexpected developments including unforeseen competitive conditions within our markets changes in the regulatory environment or

the loss of key relationships with suppliers GPOs or end-user customers If required additional funding may not be available to us on

acceptable terms or at all We may seek additional capital through combination of private and public equity offerings debt

financings and collaboration arrangements Debt financing if available may involve agreements that include covenants limiting or

restricting our ability to take specific actions such as incurring debt making capital expenditures or declaring dividends or

unfavorable interest rates or interest rate risk If we raise additional funds through collaboration arrangements we may have to

relinquish valuable rights to our products or grant licenses on terms that are not favorable to us We may elect to raise additional

funds even before we need them if the conditions for raising capital are favorable
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We are subject to number of risks associated with managing our international network of collaborations

We have an international network of collaborations that include 47 business partners worldwide as of December 31 2011 including

16 in Europe 11 in China and Taiwan eight in the Americas eight in India and four in the Middle East As part of our business

strategy we intend to continue to expand our international network of collaborations involving API sourcing product development

finished product manufacturing and product licensing We expect that significant percentage of these new collaborations will be

with business partners located outside the U.S Managing our existing and future international network of collaborations could impose

substantial burdens on our resources divert managements attention from other areas of our business and otherwise harm our

business In addition our international network of collaborations subjects us to certain risks including

legal uncertainties regarding and timing delays associated with tariffs export licenses and other trade barriers

increased difficulty in operating across differing legal regimes including resolving legal disputes that may arise between us

and our business partners

difficulty in staffing and effectively monitoring our business partners facilities and operations across multiple geographic

regions

workforce uncertainty in countries where labor unrest is more common than in the U.S

unfavorable tax or trade restrictions or currency calculations

production shortages resulting from any events affecting raw material supply or manufacturing capabilities abroad and

changes in diplomatic and trade relationships

Any of these or other factors could adversely affect our ability to effectively manage our international network of collaborations and

our operating results

We may never realize the expected benefits from our investment in our joint venture in China

Our KSCP joint venture in China represents significant investment by us Through December 31 2011 we have invested an

aggregate of approximately $25.6 million in our KSCP joint venture Our KSCP joint venture was established to construct and

operate FDA approvable cGMP sterile manufacturing facility in Chengdu China that will provide us with access to dedicated

manufacturing capacity that utilizes state-of-the-art full isolator technology for aseptic filling Through this facility KSCP is expected

to manufacture finished products for us on an exclusive basis for sale in the U.S and other attractive markets and for third parties on

contract basis for sale in other markets Our KSCP joint venture may also directly access the Chinese domestic market Site validation

and development activities were undertaken and the first filings were submitted to the FDA from this facility in 2011 and we believe

the facility may undergo FDA inspection as early as 2012 We share managerial control of our KSCP joint venture on an equal basis

with our joint venture partner CKT

We may never however realize the expected benefits of our KSCP joint venture due to among other things

the facility may never become commercially viable for variety of reasons in and/or beyond our control For example the

KSCP financial statements included going concern opinion at December 31 2011

we may become involved in disputes with our joint venture partner regarding development or operations such as how to

best deploy assets or which products to produce and such disagreement could disrupt or halt the operations of the facility
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the facility may never receive appropriate FDA or other regulatory approvals to manufacture any products or such

approvals may be delayed

general political and economic uncertainty could impact development or operations at the facility including multiple

regulatory requirements that are subject to change any future implementation of trade protection measures and import or

export licensing requirements between the U.S and China labor regulations or work stoppages at the facility fluctuations

in the foreign currency exchange rates and complying with U.S regulations that apply to international operations

including trade laws and the U.S Foreign Corrupt Practices Act and

operations at the facility may be disrupted for any reason including natural disaster related events or other environmental

factors

Any of these or any other action that results in the joint venture being unable to develop and operate the facility as anticipated could

adversely affect our financial condition or our ability to otherwise realize any return on our investment in such joint venture

We rely on single vendor to manage our order to cash cycle and manage our distribution activities

Our customer service order processing invoicing cash application chargeback and rebate processing and distribution and logistics

activities are managed by DDN DDNs Business Process Outsourcing BPO solution to life science companies connects finance

information systems commercialization supply chain drug safety and sales support processes If we were to lose the availability of

DDN services due to fire natural disaster or other disruption such loss could have material adverse effect on our operations

Although multiple providers of such services exist there can be no assurance that we could secure another source to handle these

transactions to our specification in the event of disruption of services at either their Memphis Tennessee logistics center or

Milwaukee Wisconsin order to cash cycle processing center

Our revenue growth may not continue at historical rates we may never achieve our business strategy of optimizing our gross and

operating margins and our business may suffer as result of our limited operating history and lack of public company operating

experience

Since our inception in 2006 we have experienced rapid growth in our net revenue Although we expect our revenue to continue to

grow over the long term due to both continued commercial success with our existing products and the launch of new products we

cannot provide any assurances that our revenue growth will continue at historical rates if at all In addition as part of our business

strategy we intend to seek to optimize our gross and operating margins by improving the commercial terms of our supply

arrangements and to gain access to additional more favorable API product development and manufacturing capabilities We may
however encounter unforeseen difficulties in improving the commercial terms of our current supply arrangements or in gaining

access to additional arrangements and as result cannot provide any assurances that we will be successful in optimizing our

margins Finally we have limited operating history at our current scale of operations and as public company Our limited

operating history and public company operating experience may make it difficult to forecast and evaluate our future prospects
If we

are unable to execute our business strategy and grow our business either as result of our inability to manage our current size

effectively manage the business in public company environment or manage our future growth or for any other reason our business

prospects financial condition and results of operations may be harmed

Currency exchange rate fluctuations may have an adverse effect on our business

We generally incur sales and pay our expenses in U.S dollars Substantially all of our business partners that supply us with API

product development services and finished product manufacturing as well as our KSCP joint venture are located in foreign

jurisdiction such as India China Romania and Brazil and we believe they generally incur their respective operating expenses
in

local currencies As result these business partners may be exposed to currency rate fluctuations and experience an effective increase

in their operating expenses in the event their local
currency appreciates against the U.S dollar In this event such business partners

may elect to stop providing us with these services or attempt to pass
these increased costs back to us through increased prices for

product development services API sourcing or finished products that they supply to us any of which could have an adverse effect on

our business
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We could be adversely affected by violations of the U.S Foreign Corrupt Practices Act and similar worldwide anti -bribey laws

The U.S Foreign Corrupt Practices Act and similarworldwide anti-bribery laws generally prohibit companies and their

intermediaries from making improper payments to non-U.S officials for the purpose of obtaining or retaining business Our internal

control policies mandate compliance with these laws Many of our business partners who supply us with product development

services API sourcing and finished product manufacturing are located in parts of the world that have experienced governmental

corruption to some degree and in certain circumstances strict compliance with anti-bribery laws may conflict with local customs and

practices Despite our compliance program we cannot assure you that our internal control policies and procedures always will protect

us from reckless or negligent acts committed by our employees or agents Violations of these laws or allegations of such violations

could have negative impact on our business results of operations and reputation

We may seek ta engage in strategic transactions thai could have variety of negative consequences and we may not realize the

benefits of such transactions

From time to time we may seek to engage in strategic transactions with third parties such as strategic partnerships joint ventures

restructurings divestitures acquisitions and other investments Any such transaction may require us to incur non-recurring and other

charges increase our near and long-term expenditures pose significant integration challenges require additional expertise and disrupt

our management and business which could harm our business financial position and results of operations We may face significant

competition in seeking appropriate strategic partners and transactions and the negotiation process
for any strategic transaction can be

time-consuming and complex There is no assurance that following the consummation of strategic transaction we will achieve the

revenues or specific net income that justifies the transaction

Our inability to protect our intellectual property in the U.S and foreign countries could limit our ability to manufacture or sell our

products

As specialty and generic pharmaceutical company we have limited intellectual property surrounding our generic injectable

products However we are developing specialized devices systems and branding strategies that we will seek to protect through trade

secrets unpatented proprietary know-how continuing technological innovation and traditional intellectual property protection

through trademarks copyrights and patents to preserve our competitive position In addition we seek copyright protection of our

packaging and labels Despite these measures we may not be able to prevent third parties from using our intellectual property

copying aspects of our products and packaging or obtaining and using information that we regard as proprietary

Investment funds managed by Vivo Ventures LLC own substantial percentage of our common stock which may prevent other

investors from influencing significant corporate decisions

Investment funds managed by Vivo Ventures LLC Vivo Ventures beneficially own approximately 8961452 shares or 32.1% of

our outstanding Common Stock as of December 31 2011 As result Vivo Ventures will for the foreseeable future have significant

influence over all matters requiring stockholder approval including election of directors adoption or amendments to equity-based

incentive plans amendments to our certificate of incorporation and certain mergers acquisitions and other change-of-control

transactions Vivo Ventures ownership of large amount of our voting power may have an adverse effect on the price of our

Common Stock The interests of Vivo Ventures may not be consistent with your interests as stockholder
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Our ability to use net operating and certain built-in losses to reduce future income tax obligations may be subject to limitation

under the Internal Revenue Code as result of past and future transactions

Sections 382 and 383 of the Internal Revenue Code of 1986 contain rules that limit the ability of company that undergoes an

ownership change which is generally any change in ownership of more than 50% of its stock over three-year period to utilize its

net operating loss tax credit carryforwards and certain built-in losses recognized in the years
after the ownership change These rules

generally operate by focusing on ownership changes involving stockholders who directly or indirectly own 5% or more of the stock of

company which may be triggered by new issuance of stock by the company Generally if such 50% ownership change occurs

the yearly limitation on the use of net operating loss and tax credit carryforwards and certain built-in losses against taxable income is

equal to the product of the applicable long term tax exempt rate currently around 4% and the aggregate value of the companys

stock immediately before the ownership change

In conjunction with our initial public offering we underwent an ownership change as defined by Section 382 of the Internal Revenue

Code We believe that all of our operating loss carryforwards will be utilizable prior to their expiry It is possible that future

transactions including issuances of new shares of our common stock and sales of shares of our common stock will cause us to

undergo one or more ownership changes In that event we generally would not be able to use our pre-change loss or certain built-in

losses prior to such ownership change to offset future taxable income in excess of the annual limitations imposed by Sections 382 and

383 and those attributes already subject to limitations as result of our prior ownership changes may be subject to more stringent

limitations Our deferred tax asset currently reflects full valuation allowance against our net operating loss and other tax credit

carryforwards however and so an ownership change would not result in reduction of our deferred tax asset or change to our

results of operations unless this valuation allowance is reversed in whole or in part prior to such ownership change

Item lB Unresolved Staff Comments

Not applicable

Item Properties

As of December 31 2011 we conducted all of our operations through an aggregate of approximately 23500 square
feet of office

space in our headquarters in Schaumburg Illinois under lease that expires on December 31 2016 We believe that our current

facility is adequate for our needs for the immediate future and that should it be needed suitable additional
space

will be available to

accommodate expansion of our operations on commercially reasonable terms

Our KSCP joint venture has completed construction of manufacturing facility in Chengdu China Site validation and development

activities were undertaken and the first filings were submitted to the FDA from this facility in 2011 and we believe the facility may

undergo FDA inspection as early as 2012 This facility occupies approximately 300000 square
feet We do not currently have plans

to purchase or lease additional facilities for manufacturing packaging or warehousing as such services are generally provided to us

by our business partners and other third-party vendors

Item Legal Proceedings

We are from time to time subject to claims and litigation arising in the ordinary course of business These claims may include

assertions that our products infringe existing patents and claims that the use of our products has caused personal injuries We intend to

defend vigorously any such litigation that may arise under all defenses that would be available to us At this time there are no

proceedings of which management is aware that are likely to have material adverse effect on the consolidated financial position or

results of operations

In January 2011 Infusive Technologies LLC Infusive filed complaint against us in the United States District Court of Utah

Central Division alleging that we had breached the terms of an acquisition agreement entered into in September 2008 by failing to

use reasonable commercial efforts to develop and commercialize products derived from certain patents and other intellectual property

previously acquired by us from Infusive thereby avoiding $1.25 million contingent payment under the agreement The complaint

seeks compensatory damages of at least $15.0 million plus interest Originally the complaint included claims for punitive damages of

at least $50.0 million but these claims were eliminated when Infusive filed an amended complaint following our filing of motion to

dismiss Following an offer of judgment which we filed in late November 2011 we settled the complaint for $0.625 million in

December 2011 We have included this amount within selling general and administrative expense in our consolidated statements of

operations
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Item Mine Safety Disclosures

Not applicable
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PART II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity Securities

Our Common Stock is listed on the NASDAQ Global Market and trades under the symbol SGNT At February 29 2012 there were

approximately 1192 holders of record of our Common Stock

The high and low market price for our Common Stock during each of the quarterly periods during 2011 and 2010 is included below

Market price

High

Low

Market price1

High

Low

Total Number

of Shares

Purchased

Average Price Paid

Per Share

21.76

Shares Purchased

as Part of Publicly

Announced

Program

Approximate
Dollar Value

that May Yet

Be Purchased

Under the

Program

Represents 476 shares of common stock tendered or withheld to cover the exercise price of stock options and payroll tax

withholdings related to the vesting of restricted and deferred stock

Recent Sales of Unregistered Securities

None

2011 Quarters

First Second Third Fourth

N/A $29.23 $28.82 $26.74

N/A $17.98 $13.50 $18.95

2010 Quarters

Frst Second Third

N/A1 N/A

N/A1 N/A

We began trading on the NASDAQ Global Market on April 20 2011 following our initial public offering

Since our inception we have not paid dividend on our Common Stock and have no intention to do so in the near future

Issuer Purchases of Equity Securities during the Quarter ended December 31 2011

There are currently no share repurchase programs authorized by our Board of Directors The following table provides information

with respect to purchases we made of our common stock during the fourth quarter in 2011

N/A
N/A

Fourth

N/At

N/A

October 1312011
November 30 2011

December 31 2011

Total

476

476
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Item Selected Financial Data

The following table sets forth selected financial data as of and for the periods indicated The selected financial data set forth below

has been derived from our consolidated financial statements as of and for the years ended December 31 2011 2010 2009 2008 and

2007 which have been audited by our independent registered public accounting firm The data presented below should be read in

conjunction with our consolidated financial statements the notes to our consolidated financial statements and Item Managements
Discussion and Analysis of Financial Condition and Results of Operations

Year ended December 31

2011 2010 2009 2008 2007

in thousands of dollars except per share data

Statement of Operations Data

Net revenues $152405 74056 29222 12006 104

Costof sales 133636 65013 28785 11933 65

Gross profit 18769 9043 437 73 39

Gross margin 12.3% 12.2% 1.5% 0.6% 12.4%

Operating expenses

Product development 12763 11223 12404 14944 2540

Selling general and administrative 25148 18931 16677 15024 10603

Equity in net loss of unconsolidated joint venture 2531 1476 1491 1087 698

Total operating expenses 40442 31630 30572 31055 13841

Net loss 26422 24495 30536 $30455 $13208

Loss per share basic 1.31 12.53 17.16 19.75 9.80
Loss per sharediluted 1.31 12.53 17.16 19.75 9.80

Weighted-average shares basic 20105 1955 1783 1539 1352

Weighted-average shares diluted 20105 1955 1783 1539 1352

Balance Sheet Data

Cash and cash equivalents 52326 34684 8139 25788 33307

Short-term investments 73761

Working capital 116704 32775 16161 19675 29155
Total assets 230508 118589 65096 51040 43650
Total debt 37140 20726 4518
Preferred stock 157774 113000 83000 53000
Total stockholders equity deficit 141669 96809 74771 44910 14866

Note that fiscal 2011 includes costs primarily related to the writedown of excess inventory for the U.S dialysis market of

$4283 or $0.21 per diluted share
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion summarizes the sign ficant factors affecting the consolidated operating results financial condition liquidity

and cash flows of our company as of and for the periods presented below The following discussion and analysis should be read in

conjunction with the audited consolidated financial statements and the related notes thereto included in Item under the heading

Financial Statements and Supplementary Data This discussion contains forwa rd-looking statements that are based on the beliefs

of our management as well as assumptions made by and information currently available to our management Actual results could

dffer materially from those discussed in or implied by forward-looking statements as result of various factors including those

discussed below and elsewhere in this Annual Report on Form 10-K particularly in the section entitled Risk Factors

Overview

We are specialty pharmaceutical company that develops and sources products that we sell primarily in the U.S through our highly

experienced sales and marketing team With primary focus on generic injectable pharmaceuticals we currently offer our customers

broad range of products across anti-infective oncolytic and critical care indications in variety of presentations including single-

and multi-dose vials pre-filled ready-to-use syringes and premix bags and we generally seek to develop injectable products where

the form or packaging of the product can be enhanced to improve delivery product safety or end-user convenience Our management

team includes industry veterans who have previously served critical functions at other injectable pharmaceutical companies and key

customers and have long-standing relationships with customers regulatory agencies and suppliers We have rapidly established

large and diverse product portfolio and product pipeline as result of our innovative business model which combines an extensive

network of collaborations with API suppliers and finished product developers and manufacturers in Asia Europe the Middle East and

the Americas with our proven
and experienced U.S.-based regulatory quality assurance business development project management

and sales and marketing teams

We have developed an extensive international network of collaborations involving API sourcing product development finished

product manufacturing and product licensing As of December 31 2011 our network provided us access to over 90 worldwide

manufacturing and development facilities including several dedicated facilities used to manufacture specific complex APIs and

finished products We currently have two collaborations structured as joint ventures Our Kanghong Sagent Chengdu
Pharmaceutical Co Ltd KSCP joint venture with CKT was established to construct and operate an innovative sterile

manufacturing facility in Chengdu China that is designed to comply with FDA regulations including cGMP Our 50/50 joint venture

known as Sagent Strides LLC Sagent Strides with subsidiary of Strides Arcolab Limited Strides an Indian manufacturer of

finished pharmaceutical products was established to sell into the U.S market wide variety of generic injectable products

manufactured by Strides

We are developing an extensive injectable product portfolio encompassing multiple presentations of broad range of products across

anti-infective oncolytic and critical care indications Our product portfolio has grown to total of 33 products that we offer in an

aggregate
of 87 presentations as of December 31 2011

We maintain an active product development program Our new product pipeline can generally be classified into two categories

new products for which we have submitted or acquired ANDAs that are filed and under review by the FDA and ii new products

for which we have begun initial development activities such as sourcing of API and finished products and preparing the
necessary

ANDAs As of December 31 2011 our new product pipeline included 36 products represented by 63 ANDAs that we had filed or

licensed rights to that were under review by the FDA and six products represented by 13 ANDAs that have been recently approved

and are pending commercial launch Our 63 ANDAs under review by the FDA as of December 31 2011 have been on file for an

average
of approximately 27 months with eight of them being on file for less than 12 months 15 of them being on file for between

12 and 24 months and 40 of them being on file for longer than 24 months We expect to launch substantially all of these new products

by the end of 2013 We also had approximately 29 additional products under initial development as of December 31 2011 Our

product development activities also include expanding our product portfolio by adding new products through in-licensing and similar

arrangements with foreign manufacturers and domestic virtual pharmaceutical development companies that seek to utilize our U.S

sales and marketing expertise

27



The specific timing of our new product launches is subject to variety of factors some of which are beyond our control including the

timing of FDA approval for ANDAs currently under review or that we file with respect to new products The timing of these and

other new product launches will have significant impact on our results of operations

The following table provides summary of certain aspects of our product development efforts for the periods presented

For the year ended December 31

2011 2010 2009

Products launched during the period 12

ANDAs submitted or licensed during the period 17 21 42

ANDAs under FDA review at end of period 63 68 63

The table below sets forth our new products represented by ANDAs that are under review by the FDA or recently approved and under

initial development as of December 31 2011 by product category

Number of Products

Under FDA Initial

Product category review development

Anti-infective

Oncology 11

Critical care 23 14

36 29

Product Competition and Development Costs

Within the U.S generic pharmaceutical industry the level of market share revenue and gross profit attributable to particular generic

product is significantly influenced by the number of competitors in that products market and the timing of our products regulatory

approval and launch in relation to competing approvals and launches In order to establish market presence we initially selected

products for development based in large part on our ability to rapidly secure API sourcing finished product manufacturing and

regulatory approvals despite such products facing significant competition from existing generic products at their time of launch As

result our gross margins associated with such products have been adversely impacted by such competitive conditions More recently

we have focused on developing value-added differentiated products where we can compete on many factors in addition to price

Specifically we have targeted injectable products where the form or packaging of the product can be enhanced to improve delivery

patient safety or end-user convenience and where generic competition is likely to be limited by product manufacturing complexity or

lack of API supply In addition we may challenge proprietary product patents to seek first-to-market rights

Similarly our initial focus in establishing our international network of collaborations was to rapidly secure the necessary API

sourcing and finished product manufacturing for us to establish our market presence As result we believe we have the opportunity

to optimize our product margins by continuing to improve the commercial terms of our supply arrangements and to gain access to

additional more favorable API product development and manufacturing capabilities For example we believe our KSCP joint

venture will be able to supply us with high-quality finished products at an attractive cost of goods once this facility is fully

operational
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The development of generic injectable products is characterized by significant up-front costs including costs associated with product

development activities sourcing API and manufacturing capability obtaining regulatory approvals building inventory and sales and

marketing As result we have made and we expect to continue to make substantial investments in product development Product

development expenses
for the

years
ended December 31 2011 2010 and 2009 totaled approximately $12.8 million $11.2 million and

$12.4 million respectively In addition we expect that our overall level of product development activity in any specific period may

vary significantly based upon our business strategy to continue to identify and source new product opportunities for example we

have committed $10.0 million of our IPO proceeds to additional development activities the majority of which we anticipate spending

during 2012

Critical Accounting Policies and Estimates

The preparation of the consolidated financial statements in conformity with U.S generally accepted accounting principles GAAP
requires management to make estimates judgments and assumptions that affect the reported amounts of assets and liabilities

disclosure of contingent liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during

the period The most significant estimates in our consolidated financial statements are discussed below Actual results could vary

from those estimates

Revenue Recognition

We recognize revenue when our obligations to customer are fulfilled relative to specific product and all of the following

conditions are satisfied persuasive evidence of an arrangement exists ii the price is fixed or determinable iii collectability is

reasonably assured and iv delivery has occurred Delivery is deemed to have occurred upon customer receipt of product upon

fulfillment of acceptance terms if any and when no significant contractual obligations remain Net sales reflect reductions of
gross

sales for estimated wholesaler chargebacks estimated contractual allowances and estimated early payment discounts We provide for

estimated returns at the time of sale based on historic product return experience

In the case of new products for which the product introduction is not an extension of an existing line of product where we determine

that there are not products in similar therapeutic category or where we determine the new product has dissimilar characteristics with

existing products such that we cannot reliably estimate expected returns of the new product we defer recognition of revenue until the

right of return no longer exists or until we have developed sufficient historical experience to estimate sales returns Subsequent

adjustments to our prior year provisions and reserve requirements for chargebacks allowances discounts and returns have been less

than of total consolidated net revenue on an annual basis in each of the three fiscal
years

ended December 31 2011

Shipping and handling fees billed to customers are recognized in net revenues Other shipping and handling costs are included in cost

of goods sold

Revenue Recognition Chargebacks

The majority of our products are distributed through independent pharmaceutical wholesalers In accordance with industry practice

sales to wholesalers are initially transacted at wholesale list price The wholesalers then generally sell to an end user normally

hospital alternative healthcare facility or an independent pharmacy at lower price previously contractually established between the

end user and Sagent

When we initially record sale to wholesaler the sale and resulting receivable are recorded at our list price However experience

indicates that most of these selling prices will eventually be reduced to lower end-user contract price Therefore at the time of the

sale contra asset is recorded for and revenue is reduced by the difference between the list price and the estimated average end-user

contract price This contra asset is calculated by product code taking the expected number of outstanding wholesale units sold that

will ultimately be sold under end-user contracts multiplied by the anticipated weighted-average contract price When the wholesaler

ultimately sells the product the wholesaler charges us or issues chargeback for the difference between the list price and the end-

user contract price and such chargeback is offset against the initial estimated contra asset

The significant estimates inherent in the initial chargeback provision relate to wholesale units pending chargeback and to the end-user

contract-selling price We base the estimate for these factors on internal product-specific sales and chargeback processing experience

estimated wholesaler inventory stocking levels current contract pricing and expectations for future contract pricing changes Our

chargeback provision is potentially impacted by number of market conditions including competitive pricing competitive products

and other changes impacting demand in both the distribution channel and end users
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We rely on internal data external data from our wholesaler customers and management estimates to estimate the amount of inventory

in the channel subject to future chargeback The amount of product in the channel is comprised of both product at the wholesaler and

product that the wholesaler has sold but not yet reported as end-user sales We changed the estimation of our chargeback liability in

2011 based on an improved process to analyze estimated inventory in the wholesaler channel Physical inventory in the channel is

estimated by the evaluation of our monthly sales to the wholesalers and our knowledge of inventory levels and estimated inventory

turnover at these wholesalers

Our total chargeback accrual was $28.9 million and $13.5 million at December 31 2011 and 2010 respectively and is included

within accounts receivable 1% decrease in estimated end-user contract-selling prices would reduce net revenue for the year ended

December 31 2011 by $0.2 million and 1% increase in wholesale units pending chargeback for the year ended December 31 2011
would reduce net revenue by $0.2 million

Revenue Recognition Cash Discounts

We offer cash discounts approximating 2% of the gross sales price as an incentive for prompt payment and occasionally offer greater

discounts and extended payment terms in support of product launches or other promotional programs Our wholesale customers

typically pay within terms and we account for cash discounts by reducing net sales and accounts receivable by the full amount of the

discount offered at the time of sale We consider payment performance and adjust the accrual to reflect actual experience

Revenue Recognition Sales Returns

Consistent with industry practice our return policy permits customers to return products within window of time before and after the

expiration of product dating We provide for product returns and other customer credits at the time of sale by applying historical

experience factors We provide specifically for known outstanding returns and credits The effect of any changes in estimated returns

is taken in the current periods income

For returns of established products we determine our estimate of the sales return accrual primarily based on historical experience but

also consider other factors that could impact sales returns These factors include levels of inventory in the distribution channel

estimated shelf life product recalls product discontinuances price changes of competitive products and introductions of competitive

new products

Revenue Recognition Contractual Allowances

Contractual allowances generally rebates or administrative fees are offered to certain wholesale customers GPOs and end-user

customers consistent with pharmaceutical industry practices Settlement of rebates and fees may generally occur from one to five

months from date of sale We provide provision for contractual allowances at the time of sale based on the historical relationship

between sales and such allowances Contractual allowances are reflected in the consolidated financial statements as reduction of

revenues and as current accrued liability

Inventories

Inventories substantially all of which are finished goods are stated at the lower of cost first in first out or market value Inventories

consist of products currently approved for marketing and may include certain products pending regulatory approval From time to

time we capitalize inventory costs associated with products prior to receiving regulatory approval based on our judgment of probable

future commercial success and realizable value Such judgment incorporates managements knowledge and best judgment of where

the product is in the regulatory review process market conditions competing products and economic expectations for the product

post-approval relative to the risk of manufacturing the product prior to approval If final regulatory approval for such products is

denied or delayed we may need to provide for and expense such inventory We had capitalized $0.3 million of inventory related to

one product pending regulatory approval at December 31 2011 and 2010 This product was approved in February 2012
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We establish reserves for our inventory to reflect situations in which the cost of the inventory is not expected to be recovered In

evaluating whether inventory is stated at the lower of cost or market management considers such factors as the amount of inventory

on hand estimated time required to sell such inventory remaining shelf life and current expected market conditions including level

of competition We record provisions for inventory to cost of goods sold In 2011 we recorded an incremental $4.3 million inventory

reserve primarily related to the writedown of excess inventory for the U.S dialysis market

Income Taxes

Deferred tax assets and liabilities are recognized for future tax consequences attributable to differences between the consolidated

financial statement carrying amounts of existing assets and liabilities and their respective tax bases as well as net operating loss and

capital loss carry forwards Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable

income in the years in which those temporary differences are expected to be recovered or settled The effect on deferred tax assets and

liabilities of change in tax rates is recognized in the financial statements in the period that includes the legislative enactment date

In assessing the potential for realization of deferred tax assets and establishing valuation allowances we consider whether it is more

likely than not that some portion or all of the deferred tax assets will not be realized The ultimate realization of deferred tax assets is

dependent upon the generation of future taxable income during the periods in which those temporary differences become deductible

We also consider the scheduled reversal of deferred tax liabilities projected future taxable income or losses and tax planning

strategies in making this assessment Based upon our history of tax losses we do not believe realization of these tax assets is more

likely than not As result full valuation allowances for the deferred tax assets were established

Furthermore even if we generate taxable income in future years our ability to use our deferred tax assets such as our net operating

losses to reduce future federal income tax liability may be limited as result of previous or future changes in equity ownership of our

company

Stock-Based Compensation

We recognize compensation cost for all share-based payments including employee stock options at fair value We use the straight-

line attribution method to recognize share-based compensation expense over the vesting period of the award

We measure and recognize stock based compensation expense for performance based options if the performance measures are

considered probable of being achieved We evaluate the probability of the achievement of the performance measures at each balance

sheet date If it is not probable that the performance measures will be achieved any previously recognized compensation cost would

be reversed

We estimate the value of stock options on the date of grant using Black-Scholes option pricing model that incorporates various

assumptions The risk-free rate of interest for the average contractual life of the option is based on the U.S Treasury yield curve in

effect at the time of grant The dividend yield is zero as we have not paid nor do we anticipate paying any dividends For service-

based awards we use the simplified method described in SEC Staff Accounting Bulletin Topic 14 where the expected term of

awards granted is based on the midpoint between the vesting date and the end of the contractual term as we do not have sufficient

historical exercise data to provide reasonable basis upon which to estimate expected term For performance-based awards we

determine the expected term based on the anticipated achievement and exercise pattern of the underlying options Our expected

volatility is based on the historical volatility of similar companies stock The weighted-average estimated values of employee stock

option grants
and rights granted under our employee stock purchase plan as well as the weighted-average assumptions that were used

in calculating such values during the last three years were based on estimates at the date of grant as follows
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Risk free Expected Expected Fair value at

interest rate Expected life dividend
yield volatility grant date

2011 1.47% 6years 0% 61% 11.15

2010 1.60% years 0% 65% 7.21

2009 2.40% years 0% 63% 2.51

We have also granted performance based stock options with terms that allow the recipient to vest in specific number of shares based

upon the achievement of certain performance measures as specified in the grants Share-based compensation expense associated with

these stock options is recognized over the requisite service period of the awards or the implied service period if shorter

While the assumptions used to calculate and account for share-based compensation awards represent managements best estimates

these estimates involve inherent uncertainties and the application of managements judgment As result if revisions are made to our

underlying assumptions and estimates our share-based compensation expense could vary significantly from period-to-period

Valuation and Impairment of Marketable Securities

Our investments in available-for-sale securities are reported at fair value Unrealized gains and losses related to changes in the fair

value of investments are included in accumulated other comprehensive income net of tax as reported in our balance sheets Changes

in the fair value of investments impact our net income loss only when such investments are sold or an other-than-temporary

impairment is recognized Realized gains and losses on the sale of securities are determined by specific identification of each

securitys cost basis We regularly review our investment portfolio to determine if any investment is other-than-temporarily impaired

due to changes in credit risk or other potential valuation concerns which would require us to record an impairment charge in the

period any such determination is made In making this judgment we evaluate among other things the duration and extent to which

the fair value of an investment is less than its cost the financial condition of the issuer and any changes thereto and our intent to sell

or whether it is more likely than not it will be required to sell the investment before recovery of the investments amortized cost basis

Our assessment on whether an investment is other-than-temporarily impaired or not could change in the future due to new

developments or changes in assumptions related to any particular investment

Product Development

Product development costs are expensed as incurred These expenses include the costs of our internal product development efforts

acquired in-process product development as well as product development costs incurred in connection with our third-party

collaboration efforts Our third-party development collaborations typically provide for achievement-based milestones to be paid by us

throughout the product development process typically upon signing of the development agreement ii manufacture of the

submission batches used in conjunction with the filing of an ANDA with the FDA iii filing of an ANDA with the FDA and

iv FDA approval In addition depending upon the nature of the product and the terms of our collaboration we may also provide or

pay for API and samples of the reference-listed drug

Preapproval milestone payments made under contract product development arrangements or product licensing arrangements prior to

regulatory approval are expensed as component of product development when the related milestone is achieved Once the product

receives regulatory approval we record any subsequent milestone payments as an intangible asset to be amortized on straight-line

basis as component of cost of goods sold over the related license period or the estimated life of the acquired product which ranges

from three years to seven years with weighted-average of four years prior to the next renewal or extension as of December 31 2011

We make the determination whether to capitalize or expense amounts related to the development of new products and technologies

through agreements with third parties based on our ability to recover its cost in reasonable period of time from the estimated future

cash flows anticipated to be generated pursuant to each agreement Market regulatory and legal factors among other things may
affect the ability to realize projected cash flows that an agreement was initially expected to generate We regularly monitor these

factors and subject capitalized costs to periodic impairment testing

32



Intangible Assets

Certain amounts paid to third parties related to the development of new products and technologies as described above are capitalized

and included in intangible assets in the accompanying consolidated balance sheets

Recently Adopted Accounting Standards

In June 2011 new guidance was issued regarding the presentation of comprehensive income which was partially deferred in

December 2011 The new guidance eliminates the current option to report other comprehensive income and its components in the

statement of changes in equity Instead an entity will be required to present either continuous statement of operations and other

comprehensive income or separate but consecutive statements of operations and other comprehensive income We have adopted this

guidance as of December 31 2011 Adoption of this standard did not have material impact on our consolidated financial statements

New Accounting Guidance

In May 2011 new guidance was issued on the accounting for fair value measurements The new guidance limits the highest-and-best-

use measure to nonfinancial assets permits certain financial assets and liabilities with offsetting positions in market or counterparty

credit risks to be measured at net basis and provides guidance on the applicability of premiums and discounts Additionally the

new guidance expands the disclosures on Level inputs by requiring quantitative disclosure of the unobservable inputs and

assumptions as well as description of the valuation processes and the sensitivity of the fair value to changes in unobservable inputs

We will adopt this guidance on January 2012 and do not believe this guidance will have significant impact on our financial

results

Non-GAAP Financial Measures

We report our financial results in accordance with accounting principles generally accepted in the United States GAAP

Adjusted gross profit

We use the non-GAAP financial measure adjusted gross profit and corresponding growth ratios The difference between adjusted

gross profit and gross profit which is the most directly comparable GAAP financial measure is that adjusted gross profit excludes

costs primarily related to the writedown of excess inventory for the U.S dialysis market We believe that adjusted gross profit is

relevant and useful supplemental information for our investors Our management believes that the presentation of this non-GAAP

financial measure when considered together with our GAAP financial measures and the reconciliation to the corresponding GAAP
financial measures provides you with more complete understanding of the factors and trends affecting agent than could be

obtained absent these disclosures Management uses adjusted gross profit and corresponding ratios including adjusted gross margin

to make operating and strategic decisions and evaluate our performance We have disclosed this measure so that you have the same

financial data that management uses with the intention of assisting you in making comparisons to our historical operating results and

analyzing our underlying performance Our management believes that adjusted gross profit better reflects the underlying gross profit

on going-forward basis and provides improved comparability of results because it excludes costs related to market we are

substantially exiting from gross profit The limitation of this measure is that it excludes items that have an impact on gross profit The

best way that this limitation can be addressed is by using adjusted gross profit in combination with our GAAP reported gross profit

Because adjusted gross profit calculations may vary among other companies the adjusted gross profit figures presented in the

Consolidated Results of Operations section may not be comparable to similarly titled measures used by other companies Our use of

adjusted gross profit is not meant to be considered in isolation or as substitute for or superior to any GAA financial measure You

should carefully evaluate the following tables reconciling adjusted gross profit to GAAP reported gross profit

Gross profit as

of net

revenues

2011 2010 $Change 2011 2010

Adjusted gross profit $23052 $9043 $14009 15.1% 12.2%

Impact of inventory writedowns 4283
______ 4283 2.8%

Reported gross profit $18769 $9043 9727 12.3% 12.2%
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Results of Operations

The following compares our consolidated results of operations for the
year

ended December 31 2011 with those of the
year

ended

December 31 2010 in thousands except per
share amounts

Year ended December 31
2011 2010 $change %change

Net revenue $152405 74056 $78349 106%

Costof sales 133636 65013 68623 106%

Gross profit 18769 9043 9726 108%

Gross profit as of net revenues 12.3 12.2

Operating expenses

Product development 12763 11223 1540 14%

Selling general and administrative 25148 18931 6217 33%

Equity in net loss of joint ventures 2531 1476 1055 71%

Total operating expenses 40442 31630 8812 28%

Loss from operations 21673 22587 914 4%
Interest income and other 284 34 250 735%

Interest expense 4195 1129 3066 272%
Change in fair value of preferred stock warrants 838 813 25 3%
Loss before income taxes 26422 24495 1927 8%
Provision for income taxes

Net loss 26422 $24495 1927 8%
Net loss

per common share

Basic 1.31 12.53 11.22 90%

Diluted 1.31 12.53 11.22 90%

Net revenue Net revenue for the year ended December 31 2011 totaled $152.4 million an increase of $78.3 million or 106% as

compared to $74.1 million for the year ended December 31 2010 The launch of 33 new codes or presentations of 12 products during

2011 including levofloxacin which was introduced in July partially offset by the impact of wholesaler list price increases

contributed $42.0 million of the net revenue increase in 2011 Net revenues for products launched before December 31 2010

increased by $36.4 million or 49% to $110.5 million during 2011 due to the impact of annualizing sales increased unit volumes and

changes in the estimation of our outstanding chargeback liability partially offset by lower pricing especially on our heparin products

Contributing to revenue growth for the year ended December 31 2011 was year-end promotional program offering wholesalers

5% discount for selected products purchased during December 2011

Cost of sales Cost of goods sold for the
year

ended December 31 2011 totaled $133.6 million an increase of $68.6 million or 106%

as compared to $65.0 million for the year ended December 31 2010 Gross profit as percentage of net revenue was 12.3% for the

year ended December 31 2011 Adjusted gross profit which excludes certain costs primarily associated with the exit of the dialysis

market for one of our products was $23.1 million or 15.1% as percentage of net revenue for the year ended December 31 2011

Refer to the Non-GAAP Financial Measures section preceding this Results of Operations discussion for further information on

adjusted gross profit Gross profit and adjusted gross profit as percentage of net revenue for the year ended December 31 2010 was

12.2% The increase in adjusted gross profit as percentage of net revenue was driven primarily by our introduction of new higher

margin products principally levofloxacin gemcitabine and topotecan partially offset by the impact of lower pricing especially on

our heparin products

Product development Product development expense
for the

year
ended December 31 2011 totaled $12.8 million an increase of $1.5

million or 14% as compared to $1 1.2 million for the year ended December 31 2010 The increase in product development expense

was primarily due to the timing of milestone payments and FDA filing fees for our development programs
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As of December 31 2011 our new product pipeline included 36 products represented by 63 ANDAs which we had filed or licensed

rights to that were under review by the FDA and six products represented by 13 ANDAs that have been recently approved and were

pending commercial launch We expect to launch substantially all of these remaining new products by the end of 2013 We also had

an additional 29 products represented by 36 ANDAs under initial development at December 31 2011

Selling general and administrative Selling general and administrative expenses for the year
ended December 31 2011 totaled

$25.1 million an increase of $6.2 million or 33% as compared to $18.9 million for the year ended December 31 2010 The increase

in selling general and administrative expense was primarily due to increases in headcount and corporate infrastructure to support

revenue growth and manage the requirements of operating as public company Selling general and administrative expense as

percentage of net revenue was 17% and 26% for the year ended December 31 2011 and 2010 respectively the reduction reflects the

benefit of significant sales growth across our established sales and administrative organization

Equity in net loss of joint ventures Equity in net loss of joint ventures for the year
ended December 31 2011 totaled $2.5 million an

increase of $1.1 million or 71% as compared to $1.5 million for the year ended December 31 2010 The increase was primarily due

to additional development activities of our KSCP joint venture as the manufacturing facility continued validation and development

activities in advance of the initial submission from the facility which occurred during the third quarter partially offset by increased

income generated by the Sagent Strides joint venture Included in this amount is $2.1 million and $0.4 million respectively of

earnings directly related to the sale of product through our joint venture with Strides

Interest expense Interest expense
for the year ended December 31 2011 totaled $4.2 million an increase of $3.1 million or 272% as

compared to $1.1 million for the year
ended December 31 2010 The increase was principally due to higher average borrowings

under our expanded senior secured revolving credit facility and borrowings under our new term loan credit facility during the
year

ended December 31 2011 as compared to the
year

ended December 31 2010 In February 2012 we retired our senior secured

revolving credit facility and term loan credit facility and replaced them with new credit facility Refer to Liquidity and Capital

Resources Silicon Valley Bank Revolving Credit Facility for further detail

Provision for income taxes We have generated tax losses since inception and as result we have recorded full valuation allowance

against our deferred tax assets The exercise of the overallotment option as part of our initial public offering in April 2011 triggered

an ownership change as defined by Section 382 of the US Internal Revenue Code This change will limit the amount of our net

operating loss carryforwards which we could utilize to offset future taxable income As none of our current net operating loss

carryforwards expire before 2027 we expect that despite the use limitations triggered by our IPO we will have reasonable

opportunity to utilize all of these loss carryforwards before they expire but such loss carryforwards will be usable only to the extent

that we generate sufficient taxable income

Net loss and net loss per common share The net loss for the
year

ended December 31 2011 was $26.4 million The net loss for the

year ended December 31 2010 was $24.5 million Net loss per common share decreased by $11.22 or 90% The decrease in net loss

per common share is due to the following factors

Basic and diluted EPS for the year ended December 31 2010 $12.53

Increase in common shares outstanding 12.21

Increase in net loss 0.99

Basic and diluted EPS for the year ended December 31 2011 1.31
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The following compares our consolidated results of operations for the
year

ended December 31 2010 with those of the
year

ended

December 31 2009 in thousands except per share amounts

Net revenue

Cost of sales

Gross profit

Gross profit as of net revenues

Operating expenses

Product development

Selling general and administrative

Equity in net loss ofjoint ventures

Total operating expenses

Loss from operations

Interest income and other

Interest expense

Change in fair value of preferred stock warrants

Loss before income taxes

Provision for income taxes

Net loss

Net loss
per common share

Basic

Diluted

Year ended December 31
2010 2009

74056 29222

65013 28785

9043 437

12.2% 1.5%

11223

18931

1476

31630

22587

l0%
14%

____ ____ ____ l%
_____ _____ ____ 3%

25%
48%
142%

_____ _____ ____ 100%

20%
0%

$24495 $30536 6041 20%

12.53 17.16 4.63

12.53 17.16 4.63

Net revenue Net revenue for the year ended December 31 2010 totaled $74.1 million an increase of $44.8 million or 153% as

compared to $29.2 million in 2009 The launch of 25 codes or presentations of eight new products including nine codes of heparin

and the launch of two additional codes for existing products represented $24.7 million or 55% of the net revenue increase in 2010 as

compared to 2009 During 2010 net revenue from products launched in 2009 totaled $13.8 million an increase of $10.3 million as

compared to $3.5 million in 2009 The increase in net revenue from products launched in 2009 was due primarily to the inclusion of

full twelve-months net revenue for those products and increased market penetration Net revenue in 2010 for products launched prior

to 2009 totaled $35.6 million an increase of $9.8 million or 22% as compared to $25.7 million in 2009 and represented 22% of the

total net revenue increase for the period This increase resulted from 201% increase in unit volumes due to increased market

penetration while average selling prices remained consistent with the prior year

Cost of goods sold Cost of goods sold for the year ended December 31 2010 totaled $65.0 million an increase of $36.2 million or

126% as compared to $28.8 million for 2009 Gross profit as percentage of net revenue was 12.2% and 1.5% for the
years

ended

December 31 2010 and 2009 respectively The increase in gross profit as percentage of net revenue was primarily driven by our

introduction of new higher margin products principally heparin and topotecan which contributed to higher overall gross margin

Product development Product development expense
for the

year
ended December 31 2010 totaled $11.2 million decrease of $1.2

million or 10% as compared to $12.4 million for 2009 The decrease in product development expense was mainly result of the

timing of third-party development activities as the number and the expected total cost of products under development did not change

significantly period-over-period

change

153%

126%

1969%

change

$44834

36228

8606

1181
2254

15
1058

7548

32
662
813

6041

12404

16677

1491

30572

30135
66

467

30536

34

1129
813

24495

27%

27%
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Selling general and administrative Selling general and administrative expenses for the year ended December 31 2010 totaled $18.9

million an increase of $2.3 million or 14% as compared to $16.7 million for 2009 The dollar increase in selling general and

administrative expense was primarily due to an increase in headcount and related expenses and corporate
infrastructure to support our

anticipated growth and the write off of amounts due from supplier under our profit sharing arrangement The amount due from

supplier under our profit sharing agreement has been included in selling general and administrative expense as it relates to amounts

prepaid to the supplier under the agreement which will not be recouped following the termination of the agreement in mid-2010

Selling general and administrative expense as percentage of net revenues was 26% and 57% for the
years

ended December 31

2010 and 2009 respectively the reduction reflecting the benefit of increased net sales across our existing sales and marketing

organization which had been established in anticipation of new product launches

Equity in net loss of unconsolidated joint ventures Equity in net loss of unconsolidated joint ventures for the year ended

December 31 2010 totaled $1.5 million decrease of less than $0.1 million or 1% as compared to $1.5 million for 2009 The

decrease was primarily due to decrease in product development expenses associated with our Sagent Strides joint venture partially

offset by an increase in start-up costs associated with our KSCP joint venture

Interest income and other Interest income and other for the years ended December 31 2010 and 2009 totaled less than $0.1 million

and $0.1 million respectively

Interest expense Interest expense
for the

year
ended December 31 2010 totaled $1.1 million an increase of $0.7 million or 142% as

compared to $0.5 million for 2009 The increase was principally due to higher average borrowings during 2010 as compared to 2009

under our senior secured revolving credit facility

Change in fair value of preferred stock warrants Change in fair value of preferred stock warrants for the
year

ended December 31

2010 was $0.8 million resulting from the change in the fair value from issuance on April 2010 through December 31 2010

Provision for income taxes We have generated tax losses since inception and as result we have recorded full valuation allowance

against our deferred tax assets

Net loss and net loss per common share The net loss for the year ended December 31 2010 of $24.5 million decreased by $6.0

million or 20% from the $30.5 million net loss for the year ended December 31 2009 Net loss per common share decreased by

$4.63 or 27% The decrease in net loss per common share is due to the following factors

Basic and diluted EPS for the year ended December 31 2009 $17 16

Decrease in net loss 3.42

Increase in common shares outstanding
1.21

Basic and diluted EPS for the year ended December 31 2010 $12.53

Liquidity and Capital Resources

Funding Requirements

As of December 31 2011 we have not generated any operating profit Our future capital requirements will depend on number of

factors including the continued commercial success of our existing products launching the 42 products that are represented by our 76

ANDAs that have been recently approved and are pending commercial launch or are pending approval by the FDA as of

December 31 2011 and successfully identifying and sourcing other new product opportunities

Based on our existing business plan we expect cash and cash equivalents and short-term investments together with our available

borrowings will be sufficient to fund our planned operations including the continued development of our product pipeline for at

least the next 12 months However we may require additional funds in the event we change our business plan execute strategic

initiatives including acquisitions or encounter unexpected developments including unforeseen competitive conditions within our

product markets changes in the regulatory environment or the loss of key relationships with suppliers group purchasing

organizations or end-user customers
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If required additional funding may not be available to us on acceptable terms or at all In addition the terms of any financing may

adversely affect the holdings or the rights of our stockholders To the extent our capital resources are insufficient to meet our future

capital requirements we will need to finance our future cash needs through public or private equity offerings or debt financings

which may not be available to us on terms we consider acceptable or at all

If adequate funds are not available we may be required to terminate significantly modify or delay the development or

commercialization of new products We may elect to raise additional funds even before we need them if we believe that the

conditions for raising capital are favorable

Cash Flows

Overview

On December 31 2011 cash and cash equivalents on hand totaled $52.3 million working capital totaled $116.7 million and our

current ratio current assets to current liabilities was approximately 2.4 to 1.0 We have made net investment of $74.8 million of the

proceeds from our IPO in other short-term investments generally U.S government or high quality investment grade corporate debt

securities with remaining term of two years or less

Sources and Uses of Cash

Operating activities Net cash used in operating activities was $20.4 million $27.8 million and $42.8 million for the
years

ended

December 31 2011 2010 and 2009 respectively The decrease in the use of cash for operating activities in 2011 primarily relates to

improved working capital management and reduced cash losses The reduction in the use of cash for operating activities in 2010

primarily related to reduction in our net loss of $6.0 million and improved working capital management

Investing activities Net cash used in investing activities was $79.6 million $7.3 million and $9.4 million for the years ended

December 31 2011 2010 and 2009 respectively The increase in cash used for investing activities in 2011 primarily relates to the net

investment of $74.8 million of the proceeds from our April 2011 IPO in short-term available-for-sale securities The reduction in cash

used for investing activities in 2010 relates primarily to reduced funding requirements of our joint ventures partially offset by

increased payments to acquire product license and development rights

Financing activities Net cash provided by financing activities was $117.8 million $61.7 million and $34.3 million for the years

ended December 31 2011 2010 and 2009 respectively The increase in cash provided by financing activities in 2011 primarily

relates to $101.6 million from the issuance of common shares including $95.6 million from our initial public offering and $15.0

million from our term loan credit facility partially offset by $45.4 million of proceeds from the issuance of Class preferred stock in

2010 The increase in cash provided by financing activities in 2010 relates to increased funding through the issuance of preferred

stock and increased borrowings under our senior secured revolving credit facility

Credit facilities

During 2011 we maintained two active credit facilities Senior Secured Revolving Credit Facility and Term Loan Credit Facility

which we entered in March 2011 In February 2012 we repaid all of our outstanding borrowings and terminated each facility We

replaced these facilities with new Revolving Credit Facility with Silicon Valley Bank Refer below for description of each of the

facilities in place during 2011 as well as our new facility with Silicon Valley Bank

Senior Secured Revolving Credit Facility

On June 16 2009 our principal operating subsidiary entered into senior secured revolving credit facility with Midcap Financial

LLC In December 2010 our principal operating subsidiary entered into an amendment to the senior secured revolving credit facility

pursuant to which it is able to borrow up to $25.0 million in revolving loans subject to borrowing availability The borrowing

availability is calculated based on eligible accounts receivable and inventory On March 2011 our principal operating subsidiary

further amended the senior secured revolving credit facility to among other things permit the entry into our new $15.0 million term

loan credit facility which we describe below and the incurrence of debt and granting of liens thereunder
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The senior secured revolving credit facility expires June 16 2013 Borrowings under the senior secured revolving credit facility may

be used for general corporate purposes including funding working capital Amounts drawn bear an interest rate equal to either an

adjusted London Interbank Offered Rate LIBOR plus margin of 5.50% or an alternate base rate plus margin of 4.50% Loans

under the senior secured revolving credit facility are secured by substantially all of our assets

The senior secured revolving credit facility contains various covenants including covenant to maintain minimum net invoiced

revenue and restrictions on the ability to incur additional indebtedness create liens make certain investments pay dividends sell

assets or enter into merger or acquisition With respect to dividends our principal operating subsidiary as the borrower under the

senior secured credit facility was prohibited subject to certain limited exceptions from declaring dividends or otherwise making any

distributions loans or advances to Sagent until Sagent became borrower under the senior secured revolving credit facility Sagent

became borrower under this agreement as part of joinder and amendment to the senior secured revolving credit facility finalized

on September 26 2011 The joinder and amendment also eliminated the covenant to maintain minimum net invoiced revenue in

periods where we report specified level of cash and cash equivalents in our consolidated financial statements

As of December 31 2011 we had $24.9 million of outstanding borrowings under our senior secured revolving credit facility which

represented our maximum borrowing availability as of that date based on our borrowing base calculation The interest rate on the

senior secured revolving credit facility was 8.50% at December 31 2011 and 2010 As of December 31 2011 we were in compliance

with all of the covenants under the senior secured revolving credit facility

Term Loan Credit Facility

On March 2011 our principal operating subsidiary entered into $15.0 million term loan credit facility with Midcap Funding III

LLC as agent and lender and the other financial institutions party thereto as lenders We borrowed the full amount of the facility at

that time and no further borrowings or re-borrowings are permitted The term loan credit facility is coterminous with the senior

secured revolving credit facility and expires June 16 2013 Borrowings under the term loan facility may be used for general corporate

purposes including funding working capital Loans outstanding under the term loan credit facility bear interest at LIBOR plus

margin of 9.0% subject to 3.0% LIBOR floor Equal monthly amortization payments in respect of the term loan are payable

beginning September 2011 The term loan credit facility is secured by second lien on substantially all of our assets At

December 31 2011 we had $12.3 million outstanding under our Term Loan Credit Facility

The term loan credit facility contains various covenants substantially similar to the senior secured revolving credit facility including

covenant to maintain minimum net invoiced revenue and restrictions on the borrowers ability to incur additional indebtedness create

liens make certain investments pay dividends sell assets or enter into merger or acquisition With respect to dividends our

principal operating subsidiary as the borrower under the term loan credit facility was prohibited subject to certain limited

exceptions including an exception to distribute $1.5 million to us to cover fees and expenses
related to the IPO from declaring

dividends or otherwise making any distributions loans or advances to us until Sagent became borrower under the term loan credit

facility Sagent became borrower under this agreement as part of joinder and amendment to the term loan credit facility finalized

on September 26 2011 The joinder and amendment also eliminated the covenant to maintain minimum net invoiced revenue in

periods where we report specified level of cash and cash equivalents in our consolidated financial statements
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Aggregate Contractual Obligations

The following table summarizes our long-term contractual obligations and conmiitments as of December 31 2011 The actual amount

that may be required in the future to repay our senior secured revolving credit facility may be different including as result of

additional borrowings under our senior secured revolving credit facility

Payments due by period

Less than one More than

Contractual obligations Total year 1-3 years 3-5 years five years

Long-term debt obligations $37509 33418 4091

Capital lease obligations

Operating lease obligations 1488 280 586 622

Purchase obligations

Contingent milestone payments 22311 14375 6371 1442 123

Joint venture funding requirements 358 185 173
______

$61666 48258 $11221 $2064 123

We had no material purchase commitments individually or in the aggregate under our manufacturing and supply agreements

Includes amounts payable under our senior secured revolving credit facility based on interest rates calculated at the applicable

borrowing rate as of December 31 2011 As of December 31 2011 we had approximately $24.9 million of outstanding

borrowings under our senior secured revolving credit facility and $12.3 million payable under our term loan credit facility In

February 2012 we repaid in full our senior secured revolving credit facility and term loan credit facility and replaced them with

revolving credit facility with Silicon Valley Bank

Includes annual minimum lease payments related to non-cancelable operating leases

Includes managements estimate for contingent potential milestone payments and fees
pursuant to strategic business agreements

for the development and marketing of finished dosage form pharmaceutical products assuming all contingent milestone

payments occur Does not include contingent royalty payments which are dependent on the introduction of new products

Includes minimum funding requirements in connection with our existing joint ventures

Silicon Valley Bank Revolving Credit Facility

On February 13 2012 we entered into Loan and Security Agreement with Silicon Valley Bank the SVB Agreement following

the termination and repayment of our Senior Secured Revolving Credit Facility and Term Loan Credit Facility The SVB Agreement

provides for $40.0 million asset based revolving loan facility with availability subject to borrowing base consisting of eligible

accounts receivable and inventory and the satisfaction of conditions precedent specified in the SVB Agreement The SVB Agreement

matures on February 13 2016 at which time all outstanding amounts will become due and payable Borrowings under the SVB

Agreement may be used for general corporate purposes including funding working capital Amounts drawn bear an interest rate equal

to at our option either Eurodollar rate plus 2.50% per annum or an alternative base rate plus 1.50% per annum We also pay

commitment fee on undrawn amounts equal to 0.30% per annum During the continuance of an event of default at Silicon Valley

Banks option all obligations will bear interest at rate per annum equal to 5.00% per annum above the otherwise applicable rate

Loans under the SVB Agreement are secured by substantially all of our and our principal operating subsidiarys assets other than our

equity interests in our joint ventures and certain other limited exceptions

The SVB Agreement contains various customary affirmative and negative covenants The negative covenants restrict our ability to

among other things incur additional indebtedness create or permit to exist liens make certain investments dividends and other

payments in respect of capital stock sell assets or otherwise dispose of our property change our lines of business or enter into

merger or acquisition in each case subject to thresholds and exceptions as set forth in the SVB Agreement The financial covenants

in the SVB Agreement are limited to maintenance of minimum adjusted quick ratio and minimum free cash flow The SVB

Agreement also contains customary events of default including non-payment of principal interest and other fees after stated grace

periods violations of covenants material inaccuracy of representations and warranties certain bankruptcy and liquidation events

certain material judgments and attachment events cross-default to other debt in excess of specified amount and material

agreements failure to maintain certain material governmental approvals and actual or asserted invalidity of subordination terms

guarantees and collateral in each case subject to grace periods thresholds and exceptions as set forth in the SVB Agreement
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Off-Balance Sheet Arrangements

We are not party to any
off-balance sheet arrangements nor have we created any special-purpose or off-balance sheet entities for the

purpose of raising capital incurring debt or operating our business With the exception of operating leases we do not have any off-

balance sheet arrangements or relationships with entities that are not consolidated into or disclosed on our financial statements that

have or are reasonably likely to have material current or future effect on our financial condition changes in financial condition

revenues expenses results of operations liquidity capital expenditures or capital resources In addition we do not engage in trading

activities involving non-exchange traded contracts

Effects of Inflation

We do not believe that our sales or operating results have been materially impacted by inflation during the periods presented in our

financial statements There can be no assurance however that our sales or operating results will not be impacted by inflation in the

future
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Item 7A Quantitative and Qualitative Disclosures about Market Risk

Our market risks relate primarily to changes in interest rates As of December 31 2011 our senior secured revolving credit facility

bears floating interest rates that are tied to LIBOR and an alternate base rate and our term loan credit facility bears floating rate

interest rates that are tied to LIBOR and therefore our statements of operations and our cash flows are exposed to changes in interest

rates Based on the amounts outstanding at December 31 2011 one percentage point increase in LIBOR would cause an increase to

the interest expense on our borrowings under our senior secured revolving credit facility and term loan credit facility of

approximately $0.2 million and $0.1 million respectively In February 2012 we entered into the SVB Agreement and repaid all

amounts outstanding under and terminated the senior secured revolving credit facility and term loan credit facility Borrowings under

the SVB Agreement will be subject to both foreign currency and interest rate risk We historically have not engaged in interest rate

hedging activities related to our interest rate risk

At December 31 2011 we had cash and cash equivalents and short-term investments of $52.2 million and $73.7 million

respectively Our cash and cash equivalents are held primarily in cash and money market funds and our short-term investments are

held primarily in corporate and U.S government debt securities We do not enter into investments for trading or speculative purposes
Due to the short-term nature of these investments we believe that we do not have any material exposure to changes in the fair value

of our investment portfolio as result of changes in interest rates

While we operate primarily in the U.S we do have foreign currency considerations We generally incur sales and pay our expenses in

U.S dollars Our KSCP joint venture and substantially all of our business partners that supply us with API product development

services and finished product manufacturing are located in number of foreign jurisdictions and we believe they generally incur their

respective operating expenses in local currencies As result these business partners may be exposed to currency rate fluctuations

and experience an effective increase in their operating expenses in the event their local
currency appreciates against the U.S dollar In

this event such business partners may elect to stop providing us with these services or attempt to pass these increased costs back to us

through increased prices for product development services API sourcing or finished products that they supply to us Historically we
have not used derivatives to protect against adverse movements in currency rates

We do not have any foreign currency or any other material derivative financial instruments at December 31 2011
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Item Financial Statements and Supplementary Data

Sagent Pharmaceuticals Inc

Consolidated Balance Sheets

in thousands except share amounts

December 31

2011 2010

Assets

Current assets

Cash and cash equivalents 52203 34376

Restricted cash and cash equivalents
23 208

Short-term investments 73761

Accounts receivable net of chargebacks and other deductions 29028 18939

Inventories net 41487 30567

Due from related party 2379 868

Prepaid expenses and other current assets 1965 5435

Total current assets 200846 90393

Restricted cash and cash equivalents
100 100

Property plant and equipment net
884 785

Investment in joint ventures 22762 24466

Intangible assets net 5426 2613

Other assets
490 232

Total assets 230508 118589

Liabilities preferred stock and stockholders equity

Current liabilities

Accounts payable
35403 24449

Due to related party
4303 2494

Accrued profit sharing
3753 3717

Accrued liabilities 7634 4800

Preferred stock warrants 1432

Current portion of long-term debt 8182

Notes payable
24867 20726

Total current liabilities 84142 57618

Long term liabilities

Long-term debt 4091

Other long-term liabilities 606

Total liabilities 88839 57624

Preferred stock

Series preferred stock$0.0000l par value 113000000 authorized and outstanding at

December 31 2010 liquidation preference $113000 113000

Series preferred stock$0.00001 par value 39136052 authorized and 32714284 outstanding

at December 31 2010 liquidation preference $45800 44774

Total preferred stock 157774

Stockholders equity deficit

Common stock$0.01 and $0.000008 par value 100000000 and 23539769 authorized and

27901174 and 2054467 outstanding at December 31 2011 and December 31 2010

respectively
279

Additional paid-in capital 266062 2318

Accumulated other comprehensive income 2162 1285

Accumulated deficit 126834 100412

Total stockholders equity deficit 141669 96809

Total liabilities preferred stock and stockholders equity deficit 230508 118589

See accompanying notes to consolidated financial statements
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Sagent Pharmaceuticals Inc

Consolidated Statements of Operations

in thousands except per share amounts

Net revenue

Cost of sales

Gross profit

Operating expenses

Product development

Selling general and administrative

Equity in net loss of joint ventures

Total operating expenses

Loss from operations

Interest income and other

Interest expense and other

Change in fair value of preferred stock warrants

Loss before income taxes

Provision for income taxes

Net loss

Net loss per common share

Basic

Diluted

Weighted-average of shares used to compute net loss per common share

Basic

Diluted

See accompanying notes to consolidated financial statements

Year ended December 31
2011 2010 2009

$152405 74056 29222

133636 65013 28785

18769 9043 437

12763 11223 12404

25148 18931 16677

2531 1476 1491

40442 31630 30572

21673 22587 30135
284 34 66

4195 1129 467
838 813

26422 24495 30536

26422 $24495 $30536

1.31 12.53 17.16

1.31 12.53 17.16

20105 1955 1783

20105 1955 1783
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Sagent Pharmaceuticals Inc

Consolidated Statements of Comprehensive Loss

in thousands

Net loss

Other comprehensive income loss net of tax

Foreign currency translation adjustments

Unrealized losses on available for sale securities

Total other comprehensive income net of tax

Comprehensive loss

Year ended December 31

2011 2010 2009

$26422 $24495 $30536

966 1285

89
877 1285

$25545 $23210 $30536

See accompanying notes to consolidated financial statements
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Sagent Pharmaceuticals Inc

Consolidated Statements of Preferred Stock and Stockholders Equity Deficit

in thousands except share amounts

Accumulated

Additional Other

Series Preferred Stock Series Preferred Stock Common Stock Paid-In Comprehensive Accumulated

Shares Amount Shares Amount Shares Amount Capital Income Loss Deficit Total

Balance as of January

2009 83000000 83000 1977149 471 45381 $44910
Issuance of Series

Preferred Stock 30000000 30000
Exercise of stock

options 19457 57 57

Repurchase liability

related to

restricted stock 51 51

Stock compensation

expense 567 567

Comprehensive loss
__________ ______ ________ ___________ 30536 30536

Balance as of

December 312009 113000000 113000 1996606 1146 75917 74771
Issuance of Series

Preferred Stock 32714284 44744

Exercise of stock

options 57861 217 217

Repurchase liability

related to

restricted stock 51 51

Stock compensation

expense 904 904

Comprehensive

income loss __________ ______ ________ 1285 24495 23210
Balance as of

December 31 2010 113000000 113000 32714284 $44774 2054467 2318 1285 $l00412 $96809
Issuance of common

stock 6612500 66 97805 97871

Exchange of

preferred for

common 113000000 113000 32714284 44774 18591212 186 157588 157774

Reincorporation of

Sagent Holding

Co common stock 20 20
Exercise of warrants 454500 4996 5001

Exercise of stock options 188495 854 856

Repurchase liability

related to

restricted stock 120 120
Stock compensation



expense

Comprehensive

income loss

Balance as of

December 31 2011

2641 2641

877 26422 25545

__________
27901174 279 $266062 2162 $126834 $141669

See accompanying notes to consolidated financial statements
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Sagent Pharmaceuticals Inc

Consolidated Statements of Cash Flows

in thousands

Year ended December 31

2011 2010 2009

Cash flows from operating activities

Net loss 26422 $24495 $30536

Adjustments to reconcile net loss to net cash used in operating activities

Depreciation
225 245 270

Amortization 3399 985 3956

Stock-based compensation 2545 904 567

Decrease in restricted stock repurchase liability 51 51

Equity in net loss ofjoint ventures 2531 1476 1491

Change in fair value of preferred stock warrants 838 813

Changes in operating assets and liabilities

Accounts receivable net 10089 12068 6662
Inventories net 10920 11582 12490

Prepaid expenses and other current assets 3470 3059 8255
Due from related party 1511 369 499
Accounts payable and other accrued liabilities 15516 13184 9326

Net cash used in operating activities 20418 27797 42781

Cash flows from investing activities

Capital expenditures 324 345 62
Funding of principal balance of restricted cash net 185 100 278
Investments in unconsolidated joint ventures 1046 5192 8775
Return of capital from unconsolidated joint venture 1185

Purchases of investments 168274
Sale of investments 93439

Purchase of product rights 4762 1839 328
Net cash used in investing activities 79597 7276 9443
Cash flows from financing activities

Increase in short-term notes payable 4141 16208 4518

Proceeds from issuance of long-term debt 15000

Repayment of long-term debt 2727
Proceeds from issuance of preferred stock net of issuance costs 45393 30000

Proceeds from issuance of common stock net of issuance costs 101551 217 57

Payment of deferred financing costs 123 100 278
Net cash provided by financing activities 117842 61718 34297

Net increase in cash and cash equivalents 17827 26645 17927
Cash and cash equivalents at beginning of period 34376 7731 25658

Cash and cash equivalents at end of period 52203 34376 7731

Supplemental disclosure of cash flow information

Cash paid for interest 3499 1129 467

Noncash financing activity

Issuance of warrants for the purchase of preferred stock 619

See accompanying notes to consolidated financial statements
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Sagent Pharmaceuticals Inc and Subsidiaries

Notes to Consolidated Financial Statements

Note Summary of Si2nificant Accounting Policies

Nature of Operations

Sagent Pharmaceuticals Inc Sagent we us or our is specialty pharmaceutical company that develops sources and

markets pharmaceutical products principally injectable-based generic equivalents to branded products We completed our initial

public offering IPO on April 26 2011 In connection with our IPO we incorporated the Reincorporation in Delaware as

Sagent Pharmaceuticals Inc Prior to this reincorporation we were Cayman Islands company and our corporate name was Sagent

Holding Co Sagent Holding Our products are typically sold to pharmaceutical wholesale companies which then distribute the

products to end-user hospitals long-term care facilities alternate care sites and clinics The injectable pharmaceutical marketplace is

comprised of end users who have relationships with group purchasing organizations GPOs or specialty distributors that focus on

particular therapeutic class GPOs enter into product purchasing agreements with Sagent and other pharmaceutical suppliers for

products in an effort to secure favorable drug pricing on behalf of their end-user members

We are organized as single reportable segment comprised of operations which develop source and market generic injectible

products for sale in the United States deriving significant portion of our revenues from single class of pharmaceutical wholesale

customers within the United States

Basis of Presentation

The consolidated financial statements have been prepared in accordance with U.S generally accepted accounting principles GAAP

The consolidated financial statements include the assets liabilities and results of operations of Sagent Pharmaceuticals Inc and its

wholly owned subsidiaries All material intercompany balances and transactions have been eliminated in consolidation

KSCP is joint venture with Chengdu Kanghong Technology Group Co Ltd established in December 2006 with the principal

business of building and operating facility in Chengdu China for the development and manufacturing of injectable pharmaceutical

products for the U.S market

Sagent Strides LLC is joint venture with Strides Arcolab International Limited established in January 2007 with the principal

business of development manufacturing marketing distribution and sale of generic pharmaceutical products to the U.S market

Sagent accounts for its 50% interest in each joint venture under the equity method of accounting as its interest in each entity provides

for joint financial and operational control Sagent equity in the net income loss of KSCP and Sagent Strides LLC is included in the

accompanying consolidated statements of operations as equity in net income loss of joint ventures Operating results of our KSCP

equity method investment are reported on one-month lag

Reincorporation

In connection with our IPO and concurrent with our Reincorporation in Delaware the holders of our preferred stock exchanged each

of their outstanding shares of preferred stock for 0.12759 shares of our common stock

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates
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Fair Value of Financial Instruments

The carrying amounts reported in the balance sheets for cash and cash equivalents accounts receivable accounts payable and other

current monetary assets and liabilities approximate fair value because of the immediate or short-term maturity of these financial

instruments

Cash and Cash Equivalents

We consider all highly liquid money market instruments with an original maturity of three months or less when purchased to be cash

equivalents These amounts are stated at cost which approximates fair value At December 31 2011 cash equivalents were deposited

in financial institutions and consisted of immediately available fund balances The majority of our funds at December 31 2011 were

maintained at three stable financial institutions each in an amount in excess of federally insured limits This represents

concentration of credit risk We have not experienced any losses on our deposits of cash and cash equivalents to date

Cash collateral pledged under various lease agreements and cash restricted by financing agreements is classified as restricted cash and

cash equivalents in the accompanying consolidated balance sheets as our ability to withdraw the funds is contractually limited

Financial Instruments

We consider all highly liquid interest-earning investments with maturity of three months or less at the date of purchase to be cash

equivalents The fair values of these investments approximate their carrying values Investments with original maturities of greater

than three months and remaining maturities of less than one year are classified as short-term investments Investments with maturities

beyond one year are classified as short-term based on their highly liquid nature and because such marketable securities represent the

investment of cash that is available for current operations All cash equivalents and short-term investments are classified as available-

for-sale and realized gains and losses are recorded using the specific identification method Changes in market value excluding other-

than-temporary impairments are reflected in other comprehensive income OCI
Investments are considered to be impaired when decline in fair value is judged to be other-than-temporary Fair value is calculated

based on publicly available market information or other estimates determined by management We employ systematic methodology

on quarterly basis that considers available quantitative and qualitative evidence in evaluating potential impairment of our

investments If the cost of an investment exceeds its fair value we evaluate among other factors general market conditions credit

quality of debt instrument issuers the duration and extent to which the fair value is less than cost and for equity securities our intent

and ability to hold or plans to sell the investment For fixed income securities we also evaluate whether we have plans to sell the

security or it is more likely than not that we will be required to sell the security before recovery We also consider specific adverse

conditions related to the financial health of and business outlook for the investee including industry and sector performance changes

in technology and operational and financing cash flow factors Once decline in fair value is determined to be other-than-temporary

an impairment charge is recorded to other expense and new cost basis in the investment is established

Inventories

Inventories are stated at the lower of cost determined on the first-in first-out basis or market value

Inventories consist of products currently approved for marketing and may from time to time include certain products pending

regulatory approval We capitalize inventory costs associated with products prior to receiving regulatory approval based on our

judgment of probable future commercial success and realizable value Such judgment incorporates managements knowledge and best

judgment of where the product is in the regulatory review process market conditions competing products and economic expectations

for the product post-approval relative to the risk of manufacturing the product prior to approval If final regulatory approval for such

products is denied or delayed we may need to expense such inventory

We establish reserves for inventory to reflect situations where the cost of inventory is not expected to be recovered In evaluating

whether inventory is stated at the lower of cost or market management considers such factors as the amount of inventory on hand

estimated time required to sell such inventory remaining shelf life and current expected market conditions including level of

competition We charge provisions for inventory to cost of goods sold
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Property Plant and Equipment

Property plant and equipment is stated at cost less accumulated depreciation The cost of repairs and maintenance is expensed when

incurred while expenditures for refurbishments and improvements that significantly add to the productive capacity or extend the

useful life of an asset are capitalized Provisions for depreciation are computed for financial reporting purposes using the straight-line

method over the estimated useful life of the related asset and for leasehold improvements over the lesser of the estimated useful life of

the related asset or the term of the related lease as follows

Leasehold improvements Shorter of to years or remaining lease term

Office equipment furniture and fixtures to 10 years

Computer software and hardware to years

Deferred Financing Costs

Deferred financing costs related to the issuance of debt are amortized using the straight-line method over the term of the related debt

instrument which approximates the effective interest method We capitalized deferred financing costs of $723 and $100 in 2011 and

2010 respectively related to our senior secured revolving credit facility and term loan credit facility

impairment of Long-Lived Assets

We evaluate long-lived assets including intangible assets with definite lives for impairment whenever events or other changes in

circumstances indicate that the carrying value of an asset may no longer be recoverable An evaluation of recoverability is performed

by comparing the carrying values of the assets to projected future undiscounted cash flows in addition to other quantitative and

qualitative analyses Judgments made by management related to the expected useful lives of long-lived assets and the ability to realize

undiscounted cash flows in excess of the carrying amounts of such assets are affected by factors such as changes in economic

conditions and changes in operating performance Upon indication that the carrying values of such assets may not be recoverable we

recognize an impairment loss as charge against current operations There were no impairment charges recorded during the years

ended December 31 2011 2010 or 2009

Product Development Agreements

Product development costs are expensed as incurred These expenses include the costs of our internal product development efforts

and acquired in-process research and development as well as product development costs incurred in connection with our third-party

collaboration efforts Non-refundable milestone payments made under contract research and development arrangements or product

licensing arrangements prior to regulatory approval may be deferred and are expensed as the related services are delivered and the

milestone is achieved If we determine that it is no longer probable that the product will be pursued any related capitalized amount is

expensed in the current period

Once product receives regulatory approval we record any subsequent milestone payments as an intangible asset to be amortized on

straight-line basis as component of cost of sales over the related license period or the estimated life of the acquired product At

December 31 2011 the amortization period for intangible assets arising from approved products ranges from three to seven years

with weighted-average period prior to the next renewal or extension of four years We make the determination whether to capitalize

or expense amounts related to the development of new products and technologies through agreements with third parties based on our

ability to recover our cost in reasonable period of time from the estimated future cash flows anticipated to be generated pursuant to

each agreement Market regulatory and legal factors among other things may affect the realizability of the projected cash flows that

an agreement was initially expected to generate We regularly monitor these factors and subject capitalized costs to periodic

impairment testing
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Intangible Assets

Certain amounts paid to third parties which are capitalized related to the development of new products and technologies are included

within intangible assets We determine the estimated fair values of certain intangible assets with definitive lives utilizing valuations

performed by management at the time of their acquisition based on anticipated future cash flow activity

Non-refundable milestone payments made under contract research and development arrangements or product licensing arrangements

prior to receiving regulatory approval for product may be deferred and are expensed as the related services are delivered and related

milestones are achieved

Notes Payable

The fair value of our notes payable at December 31 2011 and 2010 based upon current market interest rates approximates carrying

value

Advertising and Promotion Expense

All advertising and promotion costs are expensed as selling general and administrative expenses when incurred Total direct

advertising and promotion expense incurred was $679 $762 and $515 for the years ended 2011 2010 and 2009 respectively

Income Taxes

Deferred tax assets and liabilities are recognized for future tax consequences attributable to differences between the consolidated

financial statement carrying amounts of existing assets and liabilities and their respective tax bases as well as net operating loss and

capital loss carryforwards Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income

in the years in which those temporary
differences are expected to be recovered or settled The effect on deferred tax assets and

liabilities of change in tax rates is recognized in the financial statements in the period that includes the legislative enactment date

We recognize the financial statement effects of tax position only when it is more likely than not that the position will be sustained

upon examination and recognize any interest and penalties accrued in relation to unrecognized tax benefits in income tax expense We
establish valuation allowances against deferred tax assets when it is more likely than not that the realization of those deferred tax

assets will not occur

In assessing the realizability of deferred tax assets we consider whether it is more likely than not that some portion or all of the

deferred tax assets will not be realized The ultimate realization of deferred tax assets is dependent upon the generation of future

taxable income during the periods in which those temporary differences become deductible We also consider the scheduled reversal

of deferred tax liabilities projected future taxable income or losses and tax planning strategies in making this assessment Based

upon our history of tax losses we do not believe realization of these tax assets is more likely than not As such full valuation

allowances for the deferred tax assets were established

Revenue Recognition General

We recognize revenue when our obligations to customer are fulfilled relative to specific product and all of the following

conditions are satisfied persuasive evidence of an arrangement exists ii the price is fixed or determinable iiicollectability is

reasonably assured and iv delivery has occurred Delivery is deemed to have occurred upon customer receipt of product upon

fulfillment of acceptance terms if any and when no significant contractual obligations remain Net sales reflect reductions of gross

sales for estimated wholesaler chargebacks estimated contractual allowances and estimated early payment discounts We provide for

estimated returns at the time of sale based on historic product return experience

In the case of new products for which the product introduction is not an extension of an existing line of product where we determine

that there are not products in similar therapeutic category or where we determine the new product has dissimilar characteristics with

existing products such that we cannot reliably estimate expected returns of the new product we defer recognition of revenue until the

right of return no longer exists or until we have developed sufficient historical experience to estimate sales returns

Shipping and handling fees billed to customers are recognized in net revenues Other shipping and handling costs are included in cost

of goods sold
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Revenue Recognition Chargebacks

The majority of our products are distributed through independent pharmaceutical wholesalers In accordance with industry practice

sales to wholesalers are initially transacted at wholesale list price The wholesalers then generally sell to an end user normally

hospital alternative healthcare facility or an independent pharmacy at lower price previously contractually established between the

end user and Sagent

When we initially record sale to wholesaler the sale and resulting receivable are recorded at our list price However experience

indicates that most of these selling prices will eventually be reduced to lower end-user contract price Therefore at the time of the

sale contra asset is recorded for and revenue is reduced by the difference between the list price and the estimated average end-user

contract price This contra asset is calculated by product code taking the expected number of outstanding wholesale units sold that

will ultimately be sold under end-user contracts multiplied by the anticipated weighted-average contract price When the wholesaler

ultimately sells the product the wholesaler charges us or issues chargeback for the difference between the list price and the end-

user contract price and such chargeback is offset against the initial estimated contra asset

The significant estimates inherent in the initial chargeback provision relate to wholesale units pending chargeback and to the ultimate

end-user contract-selling price We base the estimate for these factors on internal product-specific sales and chargeback processing

experience estimated wholesaler inventory stocking levels current contract pricing expectation for future contract pricing changes

and IMS data Our chargeback provision is potentially impacted by number of market conditions including competitive pricing

competitive products and other changes impacting demand in both the distribution channel and end users

We rely on internal data external data from our wholesaler customers and management estimates to estimate the amount of inventory

in the channel subject to future chargeback The amount of product in the channel is comprised of both product at the wholesaler and

product that the wholesaler has sold but not yet reported as end-user sales We changed the estimation of our chargeback liability in

2011 based on an improved process to analyze estimated inventory of the wholesaler channel Physical inventory in the channel is

estimated by the evaluation of our monthly sales to the wholesalers and our knowledge of inventory levels and estimated inventory

turnover at these wholesalers

Our total chargeback accrual was $28932 and $13507 at December 31 2011 and 2010 respectively and is included as reduction

of accounts receivable

Revenue Recognition Cash Discounts

We offer cash discounts approximating 2% of the gross sales price as an incentive for prompt payment and occasionally offer greater

discounts and extended payment terms in support of product launches or other promotional programs Our wholesale customers

typically pay within terms and we account for cash discounts by reducing net sales and accounts receivable by the full amount of the

discount offered at the time of sale We consider payment performance and adjust the accrual to reflect actual experience

Revenue Recognition Sales Returns

Consistent with industry practice our return policy permits customers to return products within window of time before and after the

expiration of product dating We provide for product returns and other customer credits at the time of sale by applying historical

experience factors We provide specifically for known outstanding returns and credits The effect of any changes in estimated returns

is taken in the current periods income

For returns of established products we determine our estimate of the sales return accrual primarily based on historical experience but

also consider other factors that could impact sales returns These factors include levels of inventory in the distribution channel

estimated shelf life product recalls product discontinuances price changes of competitive products and introductions of competitive

new products
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Revenue Recognition Contractual Allowances

Contractual allowances generally rebates or administrative fees are offered to certain wholesale customers GPOs and end-user

customers consistent with pharmaceutical industry practices Settlement of rebates and fees may generally occur from one to five

months from date of sale We provide provision for contractual allowances at the time of sale based on the historical relationship

between sales and such allowances Contractual allowances are reflected in the consolidated financial statements as reduction of

revenues and as current accrued liability

Stock Based Compensation

We recognize compensation cost for all share-based payments including employee stock options at fair value We use the straight-

line attribution method to recognize stock based compensation expense over the vesting period of the award Options currently

granted generally expire ten years
from the grant date and vest ratably over four-year period

Stock based compensation expense for performance based options is measured and recognized if the performance measures are

considered probable of being achieved We evaluate the probability of the achievement of the performance measures at each balance

sheet date If it is not probable that the performance measures will be achieved any previously recognized compensation cost would

be reversed

We use the Black-Scholes option pricing model to estimate the fair value of options granted under our equity incentive plans and

rights to acquire stock granted under the stock participation plan Stock-based compensation expense was $2545 $904 and $567 for

the years ended December 31 2011 2010 and 2009 respectively

New Accounting Pronouncements

In May 2011 new guidance was issued on the accounting for fair value measurements The new guidance limits the highest-and-best-

use measure to nonfinancial assets permits certain financial assets and liabilities with offsetting positions in market or counterparty

credit risks to be measured at net basis and provides guidance on the applicability of premiums and discounts Additionally the

new guidance expands the disclosures on Level inputs by requiring quantitative disclosure of the unobservable inputs and

assumptions as well as description of the valuation processes and the sensitivity of the fair value to changes in unobservable inputs

We will adopt this guidance on January 2012 and do not believe this guidance will have significant impact on our financial

results

In June 2011 new guidance was issued regarding the presentation of comprehensive income which was partially deferred in

December 2011 The new guidance eliminates the current option to report other comprehensive income and its components in the

statement of changes in equity Instead an entity will be required to present either continuous statement of operations and other

comprehensive income or separate but consecutive statements of operations and other comprehensive income We have adopted this

guidance as of December 31 2011 Adoption of this standard did not have material impact on our consolidated financial statements

Note Reverse stock split

All common share and
per

share amounts in the consolidated financial statements and notes thereto have been restated to reflect

reverse stock split effective on April 26 2011 whereby every 7.8378 shares of common stock including the shares of preferred stock

that were converted to common stock on April 26 2011 were combined into one share of common stock Immediately prior to the

consummation of our IPO but following the reverse stock split the number of authorized shares was increased to 105 million

consisting of 100 million shares of common stock and million shares of undesignated preferred stock each with par value of $0.01

per share
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Note Investments

Our investments at December 31 2011 were comprised of the following

Cash and

Unrealized Unrealized Recorded cash Short term

Cost basis gains losses basis equivalents investments

Assets

Cash 26828 26828 26828

Money market funds 25375 25375 25375

Commercial paper 28950 28948 28948

Corporate bonds and notes 40399 86 40313 40313

US government securities 4501 4500 4500

$126053 89 $125964 52203 73761

Investments with continuous unrealized losses for less than twelve months and their related fair values were as follows

Unrealized

Fair value losses

Commercial paper $28948

Corporate bonds and notes 40313 86
US government securities 3500

$72761 89

Unrealized losses from fixed-income securities are primarily attributable to changes in interest rates Because we do not intend to sell

these investments and it is not more likely than not that we will be required to sell our investments before recovery of their amortized

cost basis which may be maturity we do not consider these investments to be other-than-temporarily impaired at December 31 2011

The original cost and estimated current fair value of our fixed-income securities are set forth below

Estimated fair

Cost basis value

Due in one year or less $55637 55584

Due between one and five
years 18213 18177

$73850 73761

Note Accounts Receivable and Concentration of Credit Risk

We typically establish multi-year contractual agreements with GPOs and individual hospital groups to offer our products to end-user

customers As is common in the pharmaceutical industry significant amount of our pharmaceutical products are sold to end users

under these GPO contracts through relatively small number of drug wholesalers which comprise the primary pharmaceutical

distribution chain in the United States Three wholesalers collectively represented 83% 85% and 89% of net revenue in 2011 2010

and 2009 respectively and represented approximately 83% and 91% of accounts receivable at December 31 2011 and 2010

respectively To help control our credit exposure we routinely monitor the creditworthiness of customers reviews outstanding

customer balances and record allowances for bad debts as necessary Historical credit loss has not been significant No reserve has

been established as of December 31 2011 and 2010 nor do we require collateral
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Note Inventories

Inventories at December 31 2011 and 2010 were as follows

Finished goods

Raw materials

Inventory reserve

__________ Inventory

$47666

264 264

6443
264 $41487

_________ Inventory

$31151

262

846
262 $30567

In 2011 we recorded $4283 reserve against certain of our finished goods inventory primarily related to the exit of the heparin

dialysis market

Note Property plant and equipment

Property plant and equipment at December 31 2011 and 2010 were as follows

Computer software and hardware

Office equipment furniture and fixtures

Leasehold improvements

Less accumulated depreciation

Note Investment in KSCP

December 31
2011 2010

732 688

921 761

103 124

1756 1573

872 788
884 785

We account for our 50% interest in KSCP under the equity method of accounting Under the equity method of accounting our share

of income or loss is recorded as equity in net income loss of joint ventures in the consolidated statements of operations on one-

month lag Changes in the carrying value of KSCP consist of the following

Investment in KSCP at beginning of year

Equity in net loss of KSCP

Currency translation adjustment

Investments in KSCP

Investment in KSCP at end of year

December 31

2011 2010

$23663 $19210

4331 1496
966 1285

590 4664

$20888 $23663

Condensed statement of operations and balance sheet information of KSCP is presented below All amounts are presented in

accordance with accounting principles generally accepted in the United States In addition the assets and liabilities of KSCP have

been translated at exchange rates as of the balance sheet date and revenues and
expenses

of KSCP have been translated at the annual

weighted-average exchange rate for each respective reporting period

Year Ended December 31
2010 2009

December 31 2011

Pending

regulatory

Approved approval _________

$47666

6443
________ _______

$41223
_______

December 31 2010

Pending

regulatory

Approved approval _________

$31151

262

846
$30305

Condensed statement of operations information

Net revenues

Gross profit

Net loss

2011

7403 3810 1685
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December 31

Condensed balance sheet information 2011 2010

Current assets $12919 5103

Noncurrent assets 51382 47357

Total assets $64301 $52460

Current liabilities 3098 3637

Long-term liabilities 20156 2567

Stockholders equity 41047 46256

Total liabilities and stockholders equity $64301 $52460

Note Intangible assets net

Intangible assets at December 31 2011 and 2010 were as follows

December 312011 December 31 2010

Gross Gross

carrying Accumulated Intangible carrying Accumulated Intangible

amount amortization assets net amount amortization assets net

Product licensing rights $2528 1070 1458 $1618 668 950

Product development rights 3968 3968 1663 1663

$6496 1070 5426 $3281 668 2613

Movements in intangible assets were due to the following

2011 2010

Product Product Product Product

licensing development licensing development

rights rights rights rights

Balance at January 950 1663 966 1451

Acquisition of product rights 910 3852 350 1489

Amortization of product rights 402 1547 366 1277
Balance at December31 $1458 3968 950 1663

Amortization expense related to our product licensing rights was $402 $366 and $244 for the years ended December 31 2011 2010

and 2009 respectively Amortization expense related to our product development rights was $1547 $1277 and $3240 for the years

ended December 31 2011 2010 and 2009 respectively The weighted-average period prior to the next extension or renewal for the

twelve products comprising our product licensing rights intangible asset was 33 months at December 31 2011
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We currently estimate amortization expense over each of the next five years as follows

Amortization

For the year ending December 31 expense

2012 3999
2013 677

2014 227

2015 198

2016 73

Note Accrued liabilities

Accrued liabilities at December 31 2011 and 2010 were as follows

December 31
2011 2010

Payroll and employee benefits $2222 $1736

Sales and marketing 4604 2338

Other accrued liabilities 808 726

$7634 $4800

Note 10 Debt

In 2009 our principal operating subsidiary entered into $15000 senior secured revolving credit facility the Revolver with

Midcap Financial LLC Midcap which was to expire in June 2012 In December 2010 the Revolver was amended to increase the

facility by $10000 to $25000 and the expiration date was extended to June 2013 In March 2011 our principal operating subsidiary

amended the Revolver to permit among other things the entry into new $15000 term loan credit facility the Term Loan and the

incurrence of debt and granting of liens thereunder The amendment also required that we become borrower under the Revolver

The Revolver and Term Loan were further amended in September 2011 primarily to include our parent company as co-borrower

under the facilities Availability under the Revolver is based on our accounts receivable and inventory balances and was $24867 and

$20726 as of December 31 2011 and 2010 respectively All available amounts as of these dates have been drawn with the net

proceeds of the notes having been used for general corporate purposes The Revolver is secured by substantially all of the assets of

Sagent and our principal operating subsidiary Financing costs associated with the Revolver including commitment fees were

deferred and are being amortized to interest expense over the life of the agreement

The Revolver contains various covenants and restrictions requiring us to maintain minimum level of net invoice revenues

restrictions on our ability to incur additional indebtedness make certain investments create liens pay dividends sell assets or enter

into merger or acquisition With respect to dividends our principal operating subsidiary as the initial borrower under the Revolver

was prohibited subject to certain limited exceptions from declaring dividends or otherwise making any distributions loans or

advances to us as the parent company until we became borrower under the Revolver in September 2011 The interest rate on the

Revolver which bears interest at rate equal to either an adjusted London Interbank Offered Rate LIBOR plus margin of

5.50% or an alternate base rate plus margin of 4.50% was 8.50% at December 31 2011 and 2010

In March 2011 our principal operating subsidiary entered into $15000 Term Loan with Midcap as agent and lender and Silicon

Valley Bank as lender which expires June 16 2013 Borrowings under the Term Loan have been used for general corporate purposes

including funding of our working capital The interest rate on the Term Loan which bears interest at LIBOR plus margin of 9.0%

subject to 3.0% LIBOR floor was 12.0% at December 31 2011 Equal monthly amortization payments in respect to the Term Loan

are payable beginning September 2011 Under the agreement we are required to maintain the lesser of $15000 or 65% of our

consolidated cash balances with single financial institution and are also required to pay financing fee of $600 when the Term Loan

has been repaid The financing fee is being amortized to interest expense over the life of the loan and the related obligation is

included in other long-term liabilities on our balance sheet The Term Loan is secured by second lien on substantially all of the

assets of our principal operating subsidiary
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The Term Loan contains various covenants substantially similar to the senior secured revolving credit facility including covenant to

maintain minimum net invoiced revenues restrictions on our ability to incur additional indebtedness create liens make certain

investments pay dividends sell assets or enter into merger or acquisition With respect to dividends our principal operating

subsidiary as the borrower under the term loan credit facility was prohibited subject to certain limited exceptions from declaring

dividends or otherwise making any distributions loans or advances to us as the parent company until we became borrower under the

Term Loan in September 2011

Aggregate maturities of our long-term debt for the years
ended December 31 were as follows

For the year ending

December 31 2012 $8182

December 31 2013 $4091

Note 11 Fair value measurements

Assets and liabilities measured at fair value on recurring basis as of December 31 2011 consisted of the following

Quoted prices in Significant Significant

active markets other unobservable

for identical observable inputs

Total fair value assets Level inputs Level Level

Assets

Commercial paper 28948 28948

Corporate bonds and notes 40313 40313

US government securities 4500 4500

73761 73761

Liabilities

Preferred stock warrants

The fair value of our Level investments is based on combination of quoted market prices of similar securities and matrix pricing

provided by third-party pricing services utilizing securities of similarquality and maturity

Liabilities measured at fair value on recurring basis as of December 31 2010 consisted of the following

Quoted prices in Significant

active markets for Significant other unobservable

identical assets observable inputs inputs

Total fair value Level Level Level

Liabilities

Preferred stock warrants 1432 1432

1432 1432
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During the years ended December 31 2011 and 2010 changes in the fair value of our preferred stock warrants measured using

significant unobservable inputs Level were comprised of the following

Year Ended December 31

2011 2010

Balance at beginning of penod 1432

Issuance of warrants 619

Change in fair value of warrants 838 813

Exercise of warrants 2270
Balance at end of period 1432

On April 26 2011 the holder of our preferred stock warrants exercised all of the warrants concurrent with our IPO acquiring

454500 shares of our common stock having fair value at the IPO of $7272 for $5001 of cash We recorded $838 and $813 of

expense related to the preferred stock warrants during the
years

ended December 31 2011 and 2010 respectively

Refer to Note 13 for description of the preferred stock warrants The fair values of the preferred stock warrants were estimated in

accordance with the guidance outlined in the American Institute of Certified Public Accountants Practice Aid Valuation of Privately-

Held-Company Equity Securities Issued as Compensation the Practice Aid Several objective and subjective factors are considered

when valuing each equity security and related warrant at valuation date

We utilized the Probability Weighted Expected Return Method PWERM to estimate the fair value of the preferred stock warrants

Under the PWERM the value of each equity security and warrant is estimated based upon an analysis of future values for the entire

equity instrument assuming various future outcomes Share value is based upon the probability-weighted present value of these

expected outcomes as well as the rights of each class of preferred and common stock probability is estimated for each possible

event based on the facts and circumstances as of the valuation date The pre-money value in the IPO scenario and the equity value in

the sale scenario were estimated using the Guideline Company Method GCMand the Similar Transactions Method STM of

the market approach

The following scenarios and probabilities were applied for the valuation of the preferred warrants as of December 31 2010

Initial public offering Short-term 48%

Initial public offering Mid-term 32%

Strategic sale Long-term 10%

Dissolution 10%

We considered the use of an option pricing model such as Black-Scholes in the pricing of our preferred stock warrants noting that

one of the critical assumptions implicit in the use of an option pricing model is the availability of single time period over which to

estimate future returns We concluded that no single time period accurately models the potential return to investors of the various

classes of our stock including the preferred stock warrants We concluded that the PWERM analysis which incorporates

distribution of value which does not conform to the future stock pricing distribution implicit in the Black-Scholes model was

appropriate to value our equity securities as each of the potential scenarios contemplated in the model involves liquidity event To

develop the fair value of each security the equity value at the liquidity date for each of the scenarios was distributed to each class of

shares according to their relative economic rights The estimated proceeds attributable to each class of securities was then discounted

to the present from the future date of the liquidity scenario For the warrants to purchase Series B-i preferred stock these values were

determined by calculating the intrinsic value of the warrant at its assumed forced conversion date per
the terms of the warrant

agreement and the Sagent Holding Articles of Incorporation These intrinsic values were then discounted to the current period
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Note 12 Employee Benefit Plan

We sponsor 401k defined-contribution plan the 401k Plan covering substantially all eligible employees Employee

contributions to the 401k Plan are voluntary We contribute an amount equal to 50% of covered employees eligible contribution

up to 6% of participants compensation Employer contributions vest over period of three years Participants contributions are

limited to their annual tax deferred contribution limit as allowed by the Internal Revenue Service The Companys total matching

contributions to the 401k Plan were $310 $270 and $209 for
years

ended December 31 2011 2010 and 2009 respectively We may
contribute additional amounts to the 40 1k Plan at our discretion Discretionary employer contributions vest over the same three-year

period We made no discretionary contributions to the 401k Plan during the three-year period ended December 31 2011

Note 13 Preferred Stock and Stockholders Equity Deficit

Common Stock

We are authorized to issue 100000000 and 23539768 shares of common stock as of December 31 2011 and 2010 respectively We

have reserved 5892670 and 2104863 shares at December 31 2011 and 2010 respectively for the issuance of common stock upon

the exercise of outstanding stock options

Preferred Stock

Prior to the initial public offering Sagent Holding was authorized to issue 113000000 shares of Series preferred stock Series

preferred 7000000 shares of Series preferred stock Series preferred and 30136052 shares of Series B-i preferred stock

Series B-i preferred and with Series preferred and Series preferred collectively preferred stock

In May 2009 Sagent Holding issued 30000000 shares of Series preferred stock at $1.00 per share The total shares of Series

preferred stock that was issued at December 31 2010 was 113000000 all at $1.00 per share In March 2010 Sagent Holding issued

7000000 Series preferred shares for $1.40 per share In April and August 2010 Sagent Holding issued total of 25714284 Series

B-i preferred shares for $1.40 per share

In connection with our IPO and concurrent with our Reincorporation in Delaware the holders of Sagent Holding preferred stock

exchanged each of their outstanding shares of preferred stock for 0.12759 shares of our common stock

Following the initial public offering we are authorized to issue 5000000 shares of preferred stock No preferred stock was issued or

outstanding at December 31 2011

Voting Rights

The holders of our common stock are entitled to one vote for each share held of record upon such matters and in such manner as may
be provided by law Prior to our IPO each holder of Series and preferred stock was entitled to the number of votes equal to the

number of shares of common stock into which such shares could be converted as of the record date Each holder of Series and

preferred stock was entitled to vote on all matters on which common stockholders shall be entitled to vote Each holder of Series

and preferred stock was entitled to receive notice of all stockholders meetings within the same time frame and in the same manner

as notice given to all stockholders entitled to vote

Dividends

We accrue dividends when and if declared by our Board of Directors the Board We have never declared dividend on any class

of stock

Liquidation

In the event of liquidation dissolution or wind up each holder of Series and preferred stock was entitled to preferential

payment in the amount of the redemption value thereof The redemption value was equal to the liquidation value of the Series and

preferred stock $1.00 and $1.40 respectively plus all accumulated and unpaid dividends The holders of our common stock are

entitled to share ratably in all assets remaining after payment of liabilities and liquidation preferences of
any outstanding shares of

preferred stock Holders of our common stock have no preemptive rights or rights to convert their common stock into any other

securities
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Conversion

The shares of Series and preferred stock were each convertible into an equal number of shares of common stock at any time at

the option of the holder

Redemption

According to Sagent Holdings Sixth Amended and Restated Articles of Association Sagent Holdings preferred stock was capable of

being redeemed by us at such price and on all such other terms as the Board of Directors may determine This redemption feature was

deemed not to be in our control with respect to Sagent Holdings preferred stock and therefore Sagent Holdings preferred stock was

reported as temporary equity in the consolidated balance sheets

Preferred Stock Warrants

In connection with the issuance of our Series B-i preferred stock Sagent Holding issued 2380952 Series B-l preferred stock

warrants at $2.10 and 2040816 Series B-i stock warrants at $2.45 all of which were immediately exercisable and expired at the

earlier of four years from issuance ii the acquisition of Sagent by another entity subject to certain conditions or iii immediately

prior to the closing of our first firm commitment underwritten public offering pursuant to an effective registration statement

Each warrant entitled its owner to purchase Series B-i shares or shares of the class and series of Preferred Shares issued by Sagent

Holding to investors in subsequent financing subject to the terms and conditions of the warrant agreement The warrant holders are

not entitled to vote to receive dividends or to exercise any of the rights of common or preferred shareholders for any purpose until

such warrants have been duly exercised

The fair value of these warrants is recorded on the balance sheet at issuance and marked to market at each balance sheet date The

change in the fair value of the warrants is recorded in the consolidated statement of operations Upon the expiry or exercise of the

warrants immediately prior to the Companys initial public offering the then carrying value of the warrants were adjusted against

equity On April 26 2011 the holder of our preferred stock warrants exercised all of the warrants concurrent with our IPO acquiring

454500 shares of our common stock having fair value at the IPO of $7272 for $5001 of cash

Note 14 Accumulated comprehensive income loss

Accumulated comprehensive income loss at December 31 2011 2010 and 2009 is comprised of the following

December 31

2011 2010 2009

Currency translation adjustment net of tax $2251 $1285
Unrealized loss on available for sale securities net of tax 89

$2162 $1285

Note 15 Earnings per share

Basic earnings per share is computed by dividing income available to common shareholders by the weighted average
number of

common shares outstanding for the period Because of their anti-dilutive effect 2151135 20987150 and 15653132 of common
share equivalents comprised of preferred shares restricted stock preferred stock warrants and unexercised stock options have been

excluded from the diluted earnings per share calculation for the years ended December 31 2011 2010 and 2009 respectively The

table below presents the computation of basic and diluted earnings per share for the years ended December 31 2011 2010 and 2009
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Year Ended December 31

2011 2010 2009

Basic and dilutive numerator

Net loss as reported $26422 $24495 $30536

Denominator

Weighted average common shares outstanding Basic in

thousands 20105 1955 1783

Net effect of dilutive securities

Weighted-average conversion of preferred stock

Series

Series

Stock options and restricted stock

Weighted average common shares outstanding Diluted in

thousands 20105 1955 1783

Net loss per common share Basic and Diluted 1.31 12.53 17.16

Note 16 Stock-Based Compensation

Prior to the initial public offering we had stock plan the 2007 Global Share Plan the 2007 Plan for key employees and

nonemployees which provided for the grant of nonqualified and incentive stock options and/or shares of restricted stock deferred

stock and other equity awards in our common stock Concurrent with the initial public offering our Board adopted the 2011

Incentive Compensation Plan the 2011 Plan with the 2007 Plan the Plans for employees and nonemployees which provides

for the grant
of nonqualified and incentive stock options and/or shares of restricted stock deferred stock and other equity awards in

our common stock The Board administers the Plans total of 2475184 and 4000000 shares are authorized under the 2007 Plan

and 2011 Plan respectively as of December 31 2011 At December 31 2011 we had 320222 shares of common stock available for

grant under the 2007 Plan and 3362580 shares of common stock available for grant under the 2011 Plan

Stock options exercisable for shares of our common stock generally vest over four-year period from the grant date and expire ten

years
from the grant date The strike price of the options is granted at or above the fair value of our stock as of the grant date The

strike price of stock options granted under the 2011 Plan is established as the closing price of our stock on the business day prior to

the grant date

In 2010 the Board approved an amendment to the 2007 Plan which permits employees to exercise their stock options prior to vesting

Once purchased we have the right to repurchase unvested stock from the employee upon termination of their services The

repurchase price is equal to the original exercise price of the option

Restricted Stock

After Board approval of an amendment to the 2007 Plan to permit early exercise of stock options 69997 and 10207 early exercise

stock options were exercised by employees in the years ended December 31 2011 and 2010 respectively

The Company measures the fair value of the restricted stock on the date of grant based on the estimated fair value of the common

stock on that day The fair value is amortized to stock-based compensation expense net of estimated forfeitures ratably over the

vesting period As of December 31 2011 the total amount of unrecognized stock-based compensation related to resthcted stock was

approximately $56 The Company expects to recognize this expense over an average period of approximately 25 months The

following table summarizes restricted stock activity during the year ended December 31 2011

Weighted-Average

Restricted Grant Date Fair

stock Value

Balance at January 2011 26421 1.02

Granted 69977 3.94

Vested 73030 3.15

Forfeited

Balance at December 31 2011 23368 3.20

62



Stock options Valuation Information

We estimate the value of stock options on the date of grant using Black-Scholes option pricing model Prior to our IPO in order to

determine the fair value of each equity security including common stock the equity value at the liquidity date for each of the

scenarios described in Note 11 Fair Value Measurements was distributed to each class of shares according to their relative economic

rights The estimated proceeds attributable to each class of securities was then discounted to the present from the future date of the

liquidity scenario The risk-free rate of interest for the average contractual life of the option is based on the U.S Treasury yield curve

in effect at the time of grant The dividend yield is zero as we have not paid nor do we anticipate paying any dividends We used the

simplified method described in Staff Accounting Bulletin SAB Topic 14 Share-Based Payment where the expected term of

awards granted is based on the midpoint between the vesting date and the end of the contractual term as we do not have sufficient

historical exercise data to provide reasonable basis upon which to estimate expected term For performance-based awards we

determine the expected term based on the anticipated achievement and exercise pattern of the underlying options Our expected

volatility is based on the historical volatility of similarcompanies stock The weighted-average estimated values of employee stock

option grants and rights granted under the Plans as well as the weighted-average assumptions that were used in calculating such

values during the last three years were based on estimates at the date of grant as follows

Risk free Expected Expected Expected Fair value at

interest rate life dividend yield volatility grant date

2011 1.47%
years

0% 61% 11.15

2010 1.60%
years

0% 65% 7.21

2009 2.40% years 0% 63% 2.51

Stock options outstanding that have vested and are expected to vest as of December 31 2011 were as follows

Weighted-Average Aggregate

Number of Weighted-Average Remaining Intrinsic

shares Exercise Price Contractual Term Value1

Vested 646603 5.68 7.4 9905

Expected to vest 1559511 13.05 8.9 12395

Total 2206114 10.89 8.5 $22300

The Aggregate Intrinsic Value amounts represent the difference between the exercise price and $21.00 the fair value of our

stock on December 31 2011 for in-the-money options

Stock Option Activity

The following table sets forth stock option activity for the year ended December 31 2011

Options Outstanding Exercisable Options

Number of Weighted-Average Weighted-Average

shares Exercise Price Number of shares Exercise Price

Outstanding at January 12011 1805346 6.52 330190 3.65

Granted 637420 20.99

Exercised 211888 3.96

Forfeited 20691 7.98
___________ ____________

Outstanding at December 31 2011 2210187 10.92 646603 5.68

As of December 31 2009 the weighted-average remaining contractual lives of options outstanding and options exercisable were 8.9

years and 8.2 years respectively As of December 31 2010 the weighted-average remaining contractual lives of options outstanding

and options exercisable were 8.8 years and 7.7 years respectively As of December 31 2011 the weighted-average remaining

contractual lives of options outstanding and options exercisable were 8.5 years and 7.4 years respectively

63



The total intrinsic value of options exercised in 2011 2010 and 2009 was $2100 $378 and $41 respectively The total fair value of

options vested was approximately $2476 $917 and $356 in 2011 2010 and 2009 respectively As of December 31 2011 there was

$11121 of unrecognized stock-based compensation expense
related to unvested stock options which will be recognized over

weighted-average period of 2.8 years

Note 17 Net Revenue by Product

Net revenue by product category is as follows

Therapeutic Class 2011 2010 2009

Anti-Infective 63476 $40425 $24245

Critical Care 54489 25865 4430

Oncology 34440 7766 547

Total $152405 $74056 $29222

Note 18 Income Taxes

Components of loss before income taxes are as follows

Year Ended December 31

2011 2010 2009

Domestic $24066 $21 934 $29665

Foreign 2356 2561 871
Loss before income taxes $26422 $24495 $30536

Deferred income tax assets and liabilities are determined based on differences between financial reporting and tax bases of assets and

liabilities and net operating loss and other tax credit carryforwards These items are measured using the enacted tax rates applicable to

the period when the differences are expected to reverse We record valuation allowance to reduce the deferred income tax assets to

the amount that is more likely than not to be realized

We have generated tax losses since incorporation and do not believe that it is more likely than not that the losses and other deferred

tax assets will be utilized As such we have recorded full valuation allowance against our deferred tax assets summary of our net

operating loss carryforwards including the timing of expiry is as follows

Net Operating Loss

Year of Expiry Carryforwards

2027 808

2028 19895

2029 20296

2030 20953

2031 12063

Total 74015

Additional carryforwards of $122 will expire between 2012 and 2016 Net operating losses and carryforwards are available for use

against our consolidated federal taxable income
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The following is reconciliation of income tax benefits computed at the U.S federal statutory rate to the income tax benefits reported

in the consolidated statements of operations

Benefit at statutory rate

State income taxes net of federal income tax

Foreign rate differential

Valuation allowance

Permanent book tax differences

Loss before income taxes

Year Ended December 31

2011 2010 2009

$8983 $8328 $10382
237 203 307
801 871 296

7799 7374 10240

620 286 153

The tax effects of temporary
differences giving rise to deferred income tax assets and liabilities were

Deferred tax assets

Product development and start-up costs

Inventory

Loss and credit carryforwards

Bad debt reserves

Accrued expenses other

Deferred compensation

Total deferred tax assets

Deferred tax liabilities

Depreciation

Total deferred tax liabilities

Net deferred tax asset

Valuation allowance

Net deferred tax assets liabilities

8504

3545
26045

351

1779

724

40948

132
132

40816

40816

7547

3088

20181

349

1502

315

32982

45
45

32937

32937

We classify uncertain tax positions as noncurrent income tax liabilities unless expected to be paid within one year Classification of

net deferred tax assets liabilities on the consolidated balance sheets is as follows

Current assets

Noncurrent liabilities

Net deferred tax assets liabilities

December 31

2011 2010

$6 $6

December 31

2011 2010
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Note 19 Commitments and Contingencies

Product Development Agreements

We have entered into various business agreements for the development and marketing of finished dosage form pharmaceutical

products including development and supply agreements some of which contain contingent milestone payments as well as

ii straight-supply agreements which may contain minimum purchase commitments

These agreements may include future payment commitments for contingent milestone payments We will be responsible for

contingent milestone payments based upon the occurrence of future events Each agreement defines the triggering event of its future

payment schedule such as meeting development progress timelines successful product testing and validation successful clinical

studies various FDA and other regulatory approvals and other factors as negotiated in each case

We have entered into significant development marketing and supply agreements with A.C.S Dobfar S.p.a Dobfar Gland

Pharma Limited Gland and Actavis an international pharmaceutical company Key terms of these agreements are set forth

below

Dobfar

Pursuant to manufacture and supply agreement with Dobfar and its distributor WoridGen LLC WorldGen Dobfar develops

manufactures and supplies us with presentations of cefepime through WorldGen We have agreed to pay WorldGen the transfer price

for each unit of cefepime provided under the agreement

The initial term of the agreement expires on April 2013 after which we have the option to renew the agreement for successive

additional one-year terms unless Dobfar provides notice of its intent to terminate the agreement at least one year prior to its initial

expiration date or at least six months prior to the expiration of renewal term In addition we also have supply agreements or other

purchase commitments with Dobfar and/or WorldGen covering six currently marketed productsampicillin ampicillin and

sulbactam cefazolin cefoxitin ceftazadime and ceftriaxoneand with ACS Dobfar SA-Switzerland covering three currently

marketed productsciprofloxacin fluconazole and levofloxacinand one additional product currently under initial development

Gland

Pursuant to our development and supply agreement with Gland we jointly developed our heparin products with Gland and Gland

agreed to supply us heparin for sale in the U.S market In addition we have agreed to use Gland as our exclusive supplier for heparin

and Gland has agreed not to directly or indirectly sell heparin to any other person or entity that markets or makes use of or sells

heparin in the U.S subject to certain exceptions

We are required to use our best efforts to attain no later than within the 12-month period following the fourth anniversary of the

launch date of heparin minimum U.S market share based upon IMS data We achieved this minimum U.S market share during

2011 We have agreed to pay transfer price for each unit of heparin supplied under the agreement plus percentage of the net profit

from the sales of heparin In addition each party has agreed to share the cost of development activities equally up to specified

amount

The initial term of the agreement expires in June 2016 after which unless third party has rights to market heparin in the U.S as

result of our discontinuing active sales of heparin there the agreement automatically renews for consecutive periods of one year

unless either party provides notice of its intent to terminate the agreement at least 24 months prior to the desired date of termination

In addition we also have other supply agreements with Gland covering one currently marketed product adenosine and additional

products currently under initial development
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Actavis

In April 2009 we entered into development manufacturing and supply agreement with Actavis Under the terms of this agreement

we became the exclusive U.S marketing partner under certain conditions for portfolio of six specialty injectable products developed

and manufactured by Actavis under its ANDAs In February 2010 this agreement was amended to include two additional products

Pursuant to this agreement Actavis will supply these products to us at specified transfer price and will receive specified

percentage of the net profit from sales of such products As of December 31 2011 this agreement with Actavis covered 12 products

six of which are currently marketed three products subject to an ANDA under review by the FDA and three products in initial

development We expect to further amend its agreement with Actavis to cover additional products in the future

The term of the agreement with respect to each product covered is three or five years depending on the product from the first sale

of each product to us by Actavis unless earlier terminated or extended The agreement may be terminated by either party in the event

of an uncured material breach or default after notice or by Actavis in the event that any product is no longer economically viable The

term is automatically extended for unlimited additional periods of one year unless either party gives notice of non-renewal at least six

months prior to the renewal of the then-current term

The table below summarizes our estimate for contingent potential milestone payments and fees for the year ended December 31 2012

and beyond assuming all contingent milestone payments occur These payments do not include sales-based royalty payments which

are dependent on the introduction of new products As new products are launched sales-based royalty payments are recognized as an

element of cost of goods sold in the consolidated statements of operations

Contingent milestone payments are as follows at December 31 2011

2012 $14375
2013 4890

2014 1481

2015 1367

2016 75

Thereafter 123

Total $22311

We have also committed to meeting such minimum funding requirements in connection with our joint ventures The table below

summarizes our current estimate of future funding requirements

2012 $185

2013 83

2014 90

2015

2016

Thereafter

Total $358
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Leases

We have entered into various operating lease agreements for office space communications information technology equipment and

software and office equipment Total rental
expense

amounted to $422 $344 and $350 for the years
ended December 31 2011 2010

and 2009 respectively

As of December 31 2011 total future annual minimum lease payments related to noncancelable operating leases are as follows

2012 280

2013 289

2014 297

2015 306

2016 316

Thereafter

Total $1488

Regulatory Matters

We are subject to regulatory oversight by the FDA and other regulatory authorities with respect to the development manufacturing

and sale of our products Failure to comply with regulatory requirements could have significant adverse effect on our business and

operations

Litigation

From time to time we are subject to claims and litigation arising in the ordinary course of business These claims may include

assertions that our products infringe existing patents and claims that the use of our products has caused personal injuries We intend to

vigorously defend any such litigation that may arise under all defenses that would be available to us At this time there are no

proceedings of which we are aware that are likely to have material adverse effect on the consolidated financial position or results of

operations

In January 2011 Infusive Technologies LLC Infusive filed complaint against us in the United States District Court of Utah

Central Division alleging that we had breached the terms of an acquisition agreement entered into in September 2008 by failing to

use reasonable commercial efforts to develop and commercialize products derived from certain patents and other intellectual property

previously acquired by us from Infusive thereby avoiding $1250 contingent payment under the agreement The complaint seeks

compensatory damages of at least $15000 plus interest Originally the complaint included claims for punitive damages of at least

$50000 but these claims were eliminated when Infusive filed an amended complaint following our filing of motion to dismiss

Following an offer ofjudgment which we filed in late November 2011 we settled the complaint for $625 in December 2011 We

have included this amount within selling general and administrative expense in our consolidated statements of operations

Note 20 Related party transactions

As of December 31 2011 and 2010 respectively we had receivable of $298 and $868 from Sagent Strides LLC which is expected

to offset future profit-sharing payments As of December 31 2011 we also had deposit of $2081 with our Sagent Strides LLC joint

venture partner Strides Arcolab International Limited for future inventory purchases These amounts are included within due from

related party on the consolidated balance sheet As of December 31 2011 and 2010 respectively we had payable of $4303 and

$2494 to Sagent Strides LLC principally for the acquisition of inventory and amounts due under profit-sharing arrangements During

the
year

ended December 31 2011 Sagent Strides LLC distributed $2370 of profit sharing receipts to its joint venture partners As

the Sagent Strides joint venture is in cumulative loss position our share of this distribution has been treated as return of capital in

the consolidated statement of cash flows
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Note 21 Quarterly Financial Data Unaudited

2011 Quarters

First Second Third Fourth

$30344 $32254 $41281 $48526

4589 2749 6937 4494

$3416 6625 $3612 $8020
4371 8195 4731 9125

2088 22197 27876 27891

2088 22197 27876 27891

2.09 0.37 0.17 0.32

2.09 0.37 0.17 0.32

2010 Quarters

Net revenues

Gross profit

Loss from continuing operations

Net loss

Weighted-average shares used to compute net loss per share

Basic

Diluted

Net loss
per

share

Basic

Diluted

Net revenues

Gross profit

Loss from continuing operations

Net loss

Weighted-average shares used to compute net loss per share

Basic

Diluted

Net loss
per

share

Basic

Diluted

First Second Third Fourth

8644 $10560 $21269 $33583

293 98 2734 6114

$7102 8057 4493 $2935
$7337 $8689 $4862 $3607

1889 1944 1976 2012

1889 1944 1976 2012

3.88 4.47 2.46 1.79

3.88 4.47 2.46 1.79
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Note 22 Subsequent Events

On February 13 2012 we entered into Loan and Security Agreement with Silicon Valley Bank the SVB Agreement The SVB

Agreement provides for $40000 asset based revolving loan facility with availability subject to borrowing base consisting of

eligible accounts receivable and inventory and the satisfaction of conditions precedent specified in the SVB Agreement The SVB

Agreement matures on February 13 2016 at which time all outstanding amounts will become due and payable Borrowings under the

SVB Agreement may be used for general corporate purposes including funding working capital Amounts drawn bear an interest rate

equal to at our option either Eurodollar rate plus 2.50% per annum or an alternative base rate plus 1.50% per annum We also pay

commitment fee on undrawn amounts equal to 0.30% per annum During the continuance of an event of default at Silicon Valley

Banks option all obligations will bear interest at rate per annum equal to 5.00%
per annum above the otherwise applicable rate

Concurrent with entering into the SVB Agreement we repaid in full with cash on hand all outstanding amounts under our existing

term loan and revolving credit facilities plus certain associated fees and terminated the agents and lenders commitments to extend

further credit under those facilities Concurrent with the repayment and termination of these agreements all liens and security

interests against our property that secured the obligations under these agreements were released and discharged Loans under the SVB

Agreement are secured by lien on substantially all of our and our principal operating subsidiarys assets other than our equity

interests in our joint ventures and certain other limited exceptions

As part of the termination of these agreements we were required to pay to the lenders under those facilities $1500 of early

termination fees and $600 exit fee associated with the Term Note however $1050 of such fees owing to Silicon Valley Bank under

these agreements were deferred in connection with the execution of the SVB Agreement and will only be payable upon the

occurrence of certain early termination events as set forth in the SVB Agreement We are evaluating the impact of the termination on

our consolidated financial statements
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management including our Chief Executive Officer and our Chief Financial

Officer we conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as

defined in Rules 13a-15e and 15d-15e under the Exchange Act of 1934 as amended as of the end of the period covered by this

Annual Report on Form 10-K Based on this evaluation our Chief Executive Officer and our Chief Financial Officer have concluded

that our disclosure controls and procedures were effective to ensure that information we are required to disclose in reports that we

file or submit under the Exchange Act is recorded processed summarized and reported within the time periods specified in Securities

and Exchange Commission rules and forms and include without limitation controls and procedures designed to ensure that

information required to be disclosed by us in reports filed or submitted under the Exchange Act is accumulated and communicated to

our management including our Chief Executive Officer and Chief Financial Officer as appropriate to allow timely decisions

regarding required disclosure

Managements Report on Internal Control Over Financial Reporting

This annual report does not include report of managements assessment regarding internal control over financial reporting or an

attestation report of the companys registered public accounting firm due to transition period established by the rules of the

Securities and Exchange Commission for newly public companies

Changes in Internal Control Over Financial Reporting

Management together with our CEO and CFO evaluated the changes in our internal control over financial reporting during the

quarter ended December 31 2011 We determined that there were no changes in our internal control over financial reporting during

the quarter ended December 31 2011 that have materially affected or are reasonably likely to materially affect our internal control

over financial reporting
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Report of Independent Registered Accounting Firm

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders

Sagent Pharmaceuticals Inc

We have audited the accompanying consolidated balance sheets of Sagent Pharmaceuticals Inc the Company as of December 31

2011 and 2010 and the related consolidated statements of operations comprehensive loss preferred stock and stockholders equity

deficit and cash flows for each of the three years in the period ended December 31 2011 Our audits also included the financial

statement schedule listed in the Index at Item 15a These financial statements and schedule are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements and schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free of material misstatement We were not engaged to perform an audit of the Companys internal control over financial reporting

Our audits included consideration of internal control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the
purpose

of expressing an opinion on the effectiveness of the Companys internal

control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also includes assessing the accounting principles used

and significant estimates made by management as well as evaluating the overall financial statement presentation We believe that our

audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial position of

Sagent Pharmaceuticals Inc at December 31 2011 and 2010 and the consolidated results of its operations and its cash flows for each

of the three years
in the period ended December 31 2011 in conformity with U.S generally accepted accounting principles Also in

our opinion the related financial statement schedule when considered in relation to the basic financial statements taken as whole

presents fairly in all material respects the information set forth therein

Is Ernst Young LLP

Chicago Illinois

March 29 2012
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Item 9B Other Information

None

PART III

Item 10 Directors Executive Officers and Corporate Governance

Information required by this Item 10 is included in our definitive Proxy Statement for our 2012 Annual Meeting of Shareholders to be

filed within 120 days after the Companys fiscal year end of December 31 2011 2012 Proxy Statement and is incorporated by

reference into this Annual Report

The information on our Web site is not and shall not be deemed to be part of this Annual Report or incorporated into any other

filings we make with the SEC

Item 11 Executive Compensation

Information required by this Item 11 is included in our 2012 Proxy Statement and is incorporated by reference into this Annual

Report

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The number of shares to be issued upon exercise or vesting of awards issued under and the number of shares remaining available for

future issuance under our equity compensation pians at December 31 2011 were

Equity Compensation Plan Information

Col Col Col

Number of Securities

Remaining Available

Number of Securities Weighted Average for Future Issuance

to be Issued Upon Exercise Price of under Equity

Exercise of Outstanding Compensation Plans

Outstanding Options Options Warrants excluding securities

Description Warrants and Rights and Rights reflected in column

Equity compensation plans

approved by security holders 2210187 $10.91 3682802

Equity compensation plans not

approved by security holders

Information related to the security ownership of certain beneficial owners and management is included in our 2012 Proxy Statement

and is incorporated by reference into this Annual Report

Item 13 Certain Relationships and Related Transactions and Director Independence

Information required by this Item 13 is included in our 2012 Proxy Statement and is incorporated by reference into this Annual

Report

Item 14 Principal Accountant Fees and Services

Information required by this Item 14 is included in our 2012 Proxy Statement and is incorporated by reference into this Annual

Report
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PART IV

Item 15 Exhibits and Financial Statement Schedules

Index to Consolidated Financial Statements and Schedules

Page

Consolithted Balance Sheets at December 31 2011 and 2010 43

Consolidated Statements of Operations for the years ended December 31 2011 2010 and 2009 44

Consolidated Statements of Comprehensive Loss for the years ended December 31 2011 2010 and 2009 45

Consolidated Statements of Preferred Stock and Stockholders Equity for the years ended December 31 2011 2010 and 2009 46

Consolidated Statements of Cash Flows for the years ended December 31 2011 2010 and 2009 47

Report of Management on Internal Control Over Financial Reporting 72

Report of Independent Registered Public Accounting Firm 74

Financial Statement Schedule Valuation and Qualifying Accounts S-

Financial Statements of Kanghong Sagent Chengdu Pharmaceutical Co Ltd at December 31 2011 and 2010 for the years

ended December 31 2011 2010 and 2009 and for the period from inception December 29 2006 through December 31

2011 S-2

Schedules other than those listed above have been omitted either because such schedules are not required or are not applicable

The following exhibits are filed as part of or incorporated by reference into this Annual Report

Exhibit No

3.1 Certificate of Incorporation of Sagent Pharmaceuticals Inc Incorporated by reference to Exhibit 3.3 in the

Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597

3.2 Bylaws of Sagent Pharmaceuticals Inc Incorporated by reference to Exhibit 3.4 in the Companys Registration

Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.1 Credit and Security Agreement dated as of June 16 2009 by and among Sagent Pharmaceuticals Inc certain

subsidiaries of the borrower named therein and Midcap Funding LLC Incorporated by reference to Exhibit

10.1 in the Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.2 Limited Waiver and Amendment No Regarding Credit Agreement dated as of December 2009 by and among

Sagent Pharmaceuticals Inc and Midcap Funding LLC Incorporated by reference to Exhibit 10.2 in the

Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.3 Limited Waiver and Amendment No Regarding Credit Agreement effective as of March 2010 by and among

Sagent Pharmaceuticals Inc and Midcap Funding LLC Incorporated by reference to Exhibit 10.3 in the

Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.4 Amendment No Regarding Credit Agreement effective as of May 31 2010 by and among Sagent

Pharmaceuticals Inc Midcap Funding IV LLC and Silicon Valley Bank Incorporated by reference to Exhibit

10.4 in the Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597
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10.5 Amendment No.4 Regarding Credit Agreement effective as of December 31 2010 by and among Sagent

Pharmaceuticals Inc Midcap Funding IV LLC and Silicon Valley Bank Incorporated by reference to Exhibit 10.5 in the

Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.6 Amendment No Regarding Credit Agreement effective as of March 2011 by and among Sagent Pharmaceuticals

Inc Midcap Funding IV LLC and Silicon Valley Bank Incorporated by reference to Exhibit 10.6 in the Companys

Registration Statement on Form S-I as amended File Nos 333-170979 and 333-173597

10.7 Credit and Security Agreement dated as of March 2011 by and among Sagent Pharmaceuticals Inc and Midcap

Funding III LLC Incorporated by reference to Exhibit 10.7 in the Companys Registration Statement on Form S-l as

amended File Nos 333-170979 and 333-173597

10.8 Joinder and Amendment No Regarding Credit Agreement dated September 26 2011 by and among Sagent

Pharmaceuticals Sagent Pharmaceuticals Inc Midcap Funding IV LLC and Silicon Valley Bank Incorporated by

reference to Exhibit 10.1 to the Form 8-K filed September 30 2011

10.9 Joinder and Amendment No Regarding Credit Agreement dated September 26 2011 by and among Sagent

Pharmaceuticals Sagent Pharmaceuticals Inc Midcap Funding III LLC and Silicon Valley Bank Incorporated by

reference to Exhibit 10.2 to the Form 8-K filed September 30 2011

10.10 Sagent Holding Co Amended and Restated 2007 Global Share Plan Incorporated by reference to Exhibit 10.21 in the

Companys Registration Statement on Form 5-1 as amended File Nos 333-170979 and 333-173597

10.11 Form of Stock Option Agreement under the Sagent Holding Co Amended and Restated 2007 Global Share Plan

Incorporated by reference to Exhibit 10.22 in the Companys Registration Statement on Form S-i as amended File Nos

333-170979 and 333-173597

10.12 2011 Incentive Compensation Plan Incorporated by reference to Exhibit 10.8 in the Companys Registration Statement on

Form S-l as amended File Nos 333-170979 and 333-173597

10.13 Form of Incentive Stock Option Agreement pursuant to the 2011 Incentive Compensation Plan Incorporated by reference

to Exhibit 10.9 in the Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-

173597

10.14 Form of Restricted Stock Agreement pursuant to the 2011 Incentive Compensation Plan Incorporated by reference to

Exhibit 10.10 in the Companys Registration Statement on Form S-l as amended File Nos 333-170979 and 333-

173597

10.15 Form of Restricted Stock Unit Agreement pursuant to the 2011 Incentive Compensation Plan Incorporated by reference

to Exhibit 10.11 in the Companys Registration Statement on Form S-i as amended File Nos 333-170979 and 333-

173597

10.16 Form of Stock Appreciation Rights Agreement pursuant to the 2011 Incentive Compensation Plan Incorporated by

reference to Exhibit 10.12 in the Companys Registration Statement on Form 5-1 as amended File Nos 333-170979 and

333-173597
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10.17 Form of Non-Qualified Stock Option Agreement pursuant to the 2011 Incentive Compensation Plan Incorporated by

reference to Exhibit 10.13 in the Companys Registration Statement on Form S-i as amended File Nos 333-170979 and

333-173597

10.18 Manufacture and Supply Agreement dated as of December 17 2007 by and among Sagent Pharmaceuticals Inc A.C.S

Dobfar
.p.a

and its affiliate WoridGen LLC Incorporated by reference to Exhibit 10.23 in the Companys Registration

Statement on Form S-i as amended File Nos 333-170979 and 333-173597

10.19 Development and Supply Agreement dated as of June 27 2008 as amended by and between Sagent Holding Co and

Gland Pharma Limited Incorporated by reference to Exhibit 10.24 in the Companys Registration Statement on Form S-I

as amended File Nos 333-170979 and 333-173597

10.20 Employment Agreement dated as of January 20 2011 by and among Sagent Pharmaceuticals Inc and Jeffrey Yordon

Incorporated by reference to Exhibit 10.25 in the Companys Registration Statement on Form S-l as amended File Nos

333-170979 and 333-173597

10.21 Employment Agreement dated as of January 20 2011 by and among Sagent Pharmaceuticals Inc and Ronald Pauli

Incorporated by reference to Exhibit 10.26 in the Companys Registration Statement on Form S-i as amended File Nos

333-170979 and 333-173597

10.22 Employment Agreement dated as of January 20 2011 by and among Sagent Pharmaceuticals Inc and Michael Logerfo

Incorporated by reference to Exhibit 10.27 in the Companys Registration Statement on Form S-i as amended File Nos

333-170979 and 333-173597

10.23 Employment Agreement dated as of January 20 2011 by and among Sagent Pharmaceuticals Inc and Lorin Drake

Incorporated by reference to Exhibit 10.28 in the Companys Registration Statement on Form S-i as amended File Nos

333-170979 and 333-173597

10.24 Employment Agreement dated as of January 20 2011 by and among Sagent Pharmaceuticals Inc and Albert Patterson

Incorporated by reference to Exhibit 10.29 in the Companys Registration Statement on Form S-i as amended File Nos

333-170979 and 333-173597

10.25 Employment Agreement dated as of September 12 2011 by and between Sagent Pharmaceuticals Inc and Jonathon

Singer Incorporated by reference to Exhibit 10.1 in the Companys Quarterly Report on Form 10-Q for the quarter ended

September 30 2011

10.26 Offer letter dated as of August 18 2011 by and between Sagent Pharmaceuticals Inc and Jonathon Singer

Incorporated by reference to Exhibit 10.2 in the Companys Quarterly Report on Form 0-Q for the quarter ended

September 30 2011

10.27 Warrant to purchase 2380952 Preference Shares of Sagent Holding Co sold pursuant to Sagent Holding Co Series B-I

Preference Shares and Warrant Purchase Agreement among the registrant and Key Gate Investments Limited dated April

2010 Incorporated by reference to Exhibit 10.19 in the Companys Registration Statement on Form S-i as amended

File Nos 333-170979 and 333-173597

10.28 Warrant to purchase 2040816 Preference Shares of Sagent Holding Co sold pursuant to Sagent Holding Co Series B-i

Preference Shares and Warrant Purchase Agreement among the registrant and Key Gate Investments Limited dated

April 2010 Incorporated by reference to Exhibit 10.20 in the Companys Registration Statement on Form 5-1 as

amended File Nos 333-170979 and 333-173597
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10.29 Letter Agreement dated as of April 2011 by and between the registrant and Key Gate Investments Limited

Incorporated by reference to Exhibit 10.30 in the Companys Registration Statement on Form S-i as amended File

Nos 333-170979 and 333-173597

10.30 Loan and Security Agreement dated February 13 2012 by and among Sagent Pharmaceuticals Inc Sagent

Pharmaceuticals and Silicon Valley Bank Incorporated by reference to Exhibit 10.1 to the Form 8-K filed February

16 2012

21.1 List of subsidiaries of Sagent Pharmaceuticals Inc

23.1 Consent of Ernst Young LLP independent registered public accounting firm

23.2 Consent of Ernst Young Hua Ming independent auditors

31.1 Certification of Chief Executive Officer pursuant to Rule 3a- 14a/i 5d- 14a of the Securities Exchange Act of 1934

as amended

31.2 Certification of Chief Financial Officer pursuant to Rule 3a- 14a/15d- 14a of the Securities Exchange Act of 1934

as amended

32.1 Certifications of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C 1350 as adopted pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002

l0l.l The following materials from Sagents Annual Report on Form 10-K for the year ended December 31 2011 are

formatted in XBRL eXtensible Business Reporting Language the Consolidated Balance Sheets as of December

31 2011 and 2010 ii the Consolidated Statements of Operations for the twelve months ended December 31 2011

2010 and 2009 iiithe Consolidated Statements of Comprehensive Loss for the twelve months ended December 31

2011 2010 and 2009 iv the Consolidated Statements of Preferred Stock and Stockholders Equity for the years

ended December 31 2011 2010 and 2009 the Consolidated Statements of Cash Flows for the years ended

December 31 2011 2010 and 2009 vi Notes to the Consolidated Financial Statements tagged as blocks of text and

vii document and entity information

Indicates management contract or compensatory plan or arrangement

Filed herewith

Pursuant to Rule 406T of Regulation S-T the Interactive Data Files on Exhibit 101.1 hereto are deemed not filed or part of

Registration Statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933 as amended are deemed

not filed for purposes of Section 18 of the Securities and Exchange Act of 1934 as amended and otherwise are not subject to

liability under those Sections
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized

SAGENT PHARMACEUTICALS INC

By Is JONATHON SINGER

Jonathon Singer

Executive Vice President and

Date March 29 2012 Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of the registrant and in the capacities and on the date indicated

Signature Title Date

Is JEFFREY YORDON President and Chief Executive Officer March 29 2012

Jeffrey Yordon principal executive officer

Is JONATHON SINGER Executive Vice President and March 29 2012

Jonathon Singer Chief Financial Officer

principalfinancial officer

Is JEFFREY GREVE Vice President Controller March 29 2012

Jeffrey Greve principal accounting officer

Is MARY TAYLOR BEHRENS Director March 29 2012

Mary Taylor Behrens

Is ROBERT FLANAGAN Director March 29 2012

Robert Flanagan

Is ANTHONY KRIZMAN Director March 29 2012

Anthony Krizman

Is FRANK KUNG Ph.D Director March 29 2012

Frank Kung Ph.D

Is JAMES SPERANS Director March 29 2012

James Sperans

Is CHEN-MING YU Director March 29 2012

Chen-Ming Yu
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Sagent Pharmaceuticals Inc

Valuation and Qualifying Accounts

For the years ended December 31 2011 2010 and 2009

in thousands

CoLA Cot Cot Cot Cot

Balance at Charged to Charged to Balance at

Beginning Costs and Other End of

Description of Period Expenses Accounts Deductions Period

Chargeback Allowance

Year ended December 31 2011 13507 $167521 $152096 $28932

Year ended December 31 2010 $11740 88616 86849 13507

Year ended December 31 2009 11502 86633 86395 11740

Allowance for Cash Discounts

Year ended December 31 2011 701 8188 7085 1804

Year ended December 31 2010 371 4012 3682 701

Year ended December 31 2009 285 2532 2446 371

Allowance for Credits

Year ended December 31 2011 1880 1458 1398 1940

Year ended December 31 2010 932 2619 1671 1880
Year ended December 31 2009 706 780 554 932

Deferred Tax Valuation Allowance

Year ended December 31 2011 $32937 7879 $40816
Year ended December31 2010 $25624 7313 $32937
Year ended December 31 2009 $17034 8590 $25624

Inventory Reserve Allowance

Year ended December 31 2011 846 5597 6443

Year ended December 31 2010 842 846

Year ended December 31 2009 385 457 842

s-i



Report of Independent Registered Public Accounting Firm

To the Board of Directors of Kanghong Sagent Chengdu Pharmaceutical Co Ltd

We have audited the accompanying balance sheets of Kanghong Sagent Chengdu Pharmaceutical Co Ltd development stage

company the Company as of December 31 2011 and 2010 and the statements of operations comprehensive loss shareholders

equity and cash flows for each of the three years
in the period ended December 31 2011 and for the period from December 29 2006

date of inception to December 31 2011 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are

free of material misstatement We were not engaged to perform an audit of the Companys internal control over financial reporting

Our audits included consideration of internal control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the purpose
of expressing an opinion on the effectiveness of the Companys internal

control over financial reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements assessing the accounting principles used and significant estimates

made by management and evaluating the overall financial statement presentation We believe that our audits provide reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position of Kanghong

Sagent Chengdu Pharmaceutical Co Ltd development stage company at December 31 2011 and 2010 and the results of its

operations and its cash flows for each of the three years in the period ended December 31 2011 and for the period from December 29

2006 date of inception to December 31 2011 in conformity with U.S generally accepted accounting principles

The accompanying financial statements have been prepared assuming the Company will continue as going concern As discussed in

Note to the financial statements the Companys recurring operating losses and accumulated deficit during the development stage

raise substantial doubt about its ability to continue as going concern The financial statements do not include any adjustments that

might result from the outcome of this uncertainty

/s/ Ernst Young Hua Ming

Shanghai the Peoples Republic of China

March 28 2012
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Balance Sheets

Amounts in thousands

Assets

Current assets

Cash and cash equivalents

Prepaid expenses and other current assets

Total current assets

Non-Current assets

Property plant and equipment net

Intangible assets net

Total non-current assets

Total assets

Liabilities and stockholders equity

Current liabilities

Accrued employee benefits

Other payables

Amount due to related parties

Current portion of long-term bank loans

Total current liabilities

Non-Current liabilities

Long-term bank loans

Government grants

Total non-current liabilities

Total liabilities

Commitments and contingencies

Shareholders equity

Paid-in capital no par value

Additional paid-in capital

Deficit accumulated during the development stage

Accumulated other comprehensive income

Total shareholders equity

Total liabilities and stockholders equity

12601 4719
319 384

12920 5103

64301 $52460

982 472

2072 3165
13 44

317
______

3415 3637

18728 1510

1111 1057

19839 2567

11

23254 6204

As of December 31

Note 2011 2010

49493

1888

51381

45514

1843

47357

50000 50000
10 1178

15032
4901

41047

64301

The accompanying notes are an integral part of these financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Statements of Operations

Amounts in thousands

Period from

December 29

2006 date of

inception to

Year Ended December 31 December 31

Note 2011 2010 2009 2011

Operating expenses

Pre-production expenses $4475 910 5385
General and administrative expenses 4128 2932 1701 9784
Loss from operations 8603 3842 1701 15169
Other expenses 19 19
Interest income 41 32 16 156

Loss before income taxes 8581 3810 1685 15032
Income tax expense 10

Net loss $8581 $3810 $1685 15032

The accompanying notes are an integral part of these financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Statements of Comprehensive Loss

Amounts in thousands

Net loss

Other comprehensive income net of tax

Foreign currency
translation adjustments

Total other comprehensive income net of tax

Comprehensive loss

Period from

December 29
2006 date of

inception to

Year Ended December 31 December 31

Note 2011 2010 2009 2011

$8581 $3810 $1685 15032

2194 1429 23 4901

2194 1429 23 4901

$6387 $2381 $1662 10131

The accompanying notes are an integral part of these financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Statements of Cash Flows

Amounts in thousands

Period from

December 29

2006 date of

inception to

Year Ended December 31 December 31

2011 2010 2009 2011

Operating activities

Netloss $8581 3810 1685 15032

Adjustments to reconcile net loss to net cash used in operating activities

Depreciation 492 77 40 624

Share based payments 191 191

Salary expense of certain employee paid by shareholder 987 987

Amortization 63 48 42 181

Loss on disposal of
property plant and equipment

Pre-production expenses
offset by government grants received 31 31

Changes in operating assets and liabilities

Prepaid expenses and other current assets 65 43 311 318
Accrued employee benefits and other payables

579 434 142 1384

Net cash used in operating activities 6233 3294 1772 12012
Investing activities

Purchases of property plant and equipment 3232 11414 10924 44160
Proceeds from sales of property plant and equipment

Purchases of intangible assets 15 39 1573
Government grants received 31 878 1054

Restricted cash 556 299
Net cash used in investing activities 3215 10897 10354 44678
Financing activities

Proceeds from long-term bank loans 17069 1510 18579

Capital contribution from shareholders 9299 16000 50000

Net cash provided by financing activities 17069 10809 16000 68579

Net increase decrease in cash and cash equivalents 7621 3382 3874 11889

Effect of foreign exchange rate changes on cash 261 97 712

Cash and cash equivalents at beginning of year/period 4719 8004 4124

Cash and cash equivalents at end of year/period $12601 4719 8004 12601

Supplemental disclosures of cash flow information

Acquisition of property plant and equipment included in other payables 1117 718 332 1679

Interest paid
729 13 742

Noncash financing activity

Capital contribution from shareholder 1178 1178

The accompanying notes are an integral part of these financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Statements of Shareholders Equity

Amounts in thousands

Balance as of December 29 2006 and January 2007

Comprehensive Income

Foreign currency translation adjustment

Net loss

Total comprehensive income

Capital contribution from shareholders

Balance as of December 31 2007

Comprehensive income

Foreign currency translation adjustment

Net loss

Total comprehensive income

Capital contribution from shareholders

Balance as of December 31 2008

Comprehensive income

Foreign currency translation adjustment

Net loss

Total comprehensive loss

Capital contribution from shareholders

Balance as of December 31 2009

Comprehensive income

Foreign currency translation adjustment

Net loss

Total comprehensive loss

Capital contribution from shareholders

Balance as of December 31 2010

Comprehensive income

Foreign currency translation adjustment

Net loss

Total comprehensive loss

Capital contribution from shareholder

Balance as of December 31 2011

10200

10200 196

14501
_______ ________

24701 956

1685

16000

40701 2641

3810

9299

50000 6451

Deficit

accumulated Accumulated

Additional during the other

Paid-in Paid in development comprehensive

Capital Capital stage income Total

196

760

365 365

196
169

10200

365 10369

890 890

760
130

________ __________ 14501

1255 25000

23 23

1685
1662
16000

1278 39338

1429 1429

3810
2381

________ __________ 9299

2707 46256

2194 2194

8581 8581
6387

1178

15032 4901 $41047

1178

$50000 1178

The accompanying notes are an integral part of these financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Notes to Financial Statements Continued

Years Ended December 31 20112010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Organization and Description of Business

Kanghong Sagent Chengdu Pharmaceutical Co Ltd the Company was incorporated on December 29 2006 in the province of

Sichuan of the Peoples Republic of China and is joint venture formed between Chengdu Kanghong Technology Group Co Ltd

and Sagent Pharmaceuticals Inc the Shareholders to establish production facility in Chengdu China with the principal business

of developing and manufacturing pharmaceutical products principally injectable-based generic equivalents to branded products

Operations of the Company substantially commenced in March 2007 and have consisted principally of raising capital establishing

facilities and recruiting personnel for the purpose
of conducting development activities in preparation for site validation by U.S

Food Drug Administration FDA As the planned commercial operations have not commenced the Company is considered

development stage company

The accompanying financial statements have been prepared assuming the Company will continue as going concern even though the

Company has incurred operating losses since inception and has an accumulated deficit of approximately US$14.0 million as at

December 31 2011 The Company expects to incur further operating losses in the next 12 months as it continues to incur pre

production related
expenses

in an effort to validate the Companys production facility for FDA approval In light of these challenges

our Board of Directors is evaluating range of strategic alternatives with the goal of preserving and creating value for the benefit of

shareholders and creditors Accordingly the Company may have to raise additional funds to sustain operations and execute on its

operating plan There can be no assurance that the Company will be able to raise additional capital from the shareholders or that

financing will be available on satisfactory terms if at all Additionally the Companys existing long-term credit facilities see Note

have financial operating covenant that becomes operable once the Company commences the selling of their products However

given its limited operating history there can be no assurances that it will comply with this operating covenant and therefore the credit

facilities would be due on demand These conditions raise substantial doubt about the Companys ability to continue as going

concern Additionally these financial statements do not include any adjustments to reflect the possible future effects on the

recoverability and classification of assets or the amounts and classification of liabilities that may result from the outcome of this going

concern uncertainty

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements have been prepared in accordance with United States generally accepted accounting

principles U.S GAAP

Use of Estimates

The preparation of financial statements in conformity with U.S GAAP requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the period Areas where management uses subjective judgment

include but are not limited to estimating the useful lives of long-lived assets and acquired intangible assets and accounting for

deferred income taxes Changes in facts and circumstances may result in revised estimates Actual results could differ from those

estimates and as such differences may be material to the financial statements
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Notes to Financial Statements Continued

Years Ended December 31 2011 2010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Summary of Significant Accounting Policies Continued

Fair Value of Financial Instruments

The carrying amounts of financial assets and liabilities such as cash and cash equivalents and other current liabilities approximate

their fair values because of their short maturities

Foreign Currency

The functional currency of the Company is Renminbi RMB Transactions denominated in foreign currencies are remeasured into the

functional
currency at the exchange rates prevailing on the transaction dates Foreign currency

denominated financial assets and

liabilities are remeasured at the balance sheet date exchange rate Exchange gains and losses are recognized in the statements of

operations

The accompanying financial statements are presented in U.S dollars US$ Assets and liabilities of the Company are translated into

US$ at fiscal year-end exchange rates Income and expense items are translated at average exchange rates prevailing during the fiscal

year The resulting translation adjustments are recorded in accumulated other comprehensive income as component of shareholders

equity

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand and demand deposits placed with banks or other financial institutions which are

unrestricted as to withdrawal and use and have original maturities less than three months

Property Plant and Equipment

Property plant and equipment are stated at cost and are depreciated using the straight-line method over the estimated useful lives of

the assets as follows

Buildings 20 years

Machinery -10 years

Office equipment -5 years

Motor vehicles years

Repair and maintenance costs are charged to expense when incurred whereas the cost of betterments that extends the useful life of

property plant and equipment are capitalized as additions to the related assets Retirement sale and disposals of assets are recorded

by removing the cost and related accumulated depreciation with any resulting gain or loss reflected in the statements of operations

Property plant and equipment that are purchased or constructed which require period of time before the assets are ready for their

intended use are accounted for as construction-in-progress Construction-in-progress is recorded at acquisition cost including

installation costs and associated interest costs Construction-in-progress is transferred to specific property and equipment accounts

and commences depreciation when these assets are ready for their intended use The capitalization of interest costs commences when

expenditures for the asset have been made activities that are necessary to get the asset ready for its intended use are in progress and

interest cost is being incurred The capitalization period ends when the asset is substantially complete and ready for its intended use
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Notes to Financial Statements Continued

Years Ended December 31 2011 2010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Summary of Significant Accounting Policies Continued

Intangible Assets

Intangible assets include land use right and purchased software They are carried at cost less accumulated amortization and any

impairment if any Intangible assets with finite useful life are amortized using the straight-line method over the estimated economic

life of the intangible assets The estimated useful life for the acquired intangible assets is as follows

Purchased software
years

Land use right 50 years

Impairment of Long-lived Assets

The Company evaluates its long-lived assets or asset group including intangible assets with finite lives for impairment whenever

events or changes in circumstances such as significant adverse change to market conditions that will impact the future use of the

assets indicate that the carrying amount of an asset or group of long-lived assets may not be recoverable When these events occur

the Company evaluates for impairment by comparing the carrying amount of the assets to future undiscounted net cash flows

expected to result from the use of the assets and their eventual disposition If the sum of the expected undiscounted cash flow is less

than the carrying amount of the assets the Company would recognize an impairment loss based on the excess of the carrying amount

of the asset group over its fair value Fair value is generally determined by discounting the cash flows expected to be generated by the

assets when the market prices are not readily available for the long-lived assets Because of our fiscal 2011 operating and cash flow

loss and our history of such losses we evaluated our long-lived assets for impairment during fiscal 2011 based on the results of this

evaluation the carrying value of these assets were determined to be recoverable The Company did not record impairment charges

associated with its long-lived assets or intangible assets for each of the three years in the period ended December 31 2011 and for the

period from December 29 2006 date of inception to December 31 2011 Nonetheless it is possible that our estimates of

undiscounted cash flows may change in the future resulting in the need to reassess the carrying value of our long-lived assets for

impairment see Note

Income Taxes

The Company accounts for income taxes using the liability method Under this method deferred tax assets and liabilities are

determined based on the difference between the financial reporting and tax bases of assets and liabilities using enacted tax rates that

will be in effect in the period in which the differences are expected to reverse The Company records valuation allowance against

deferred tax assets if based on the weight of available evidence it is more-likely-than-not that some portion or all of the deferred tax

assets will not be realized The effect on deferred taxes of change in tax rates is recognized in income in the period that includes the

enactment date
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Kanghong Sagent Chengdu Pharmaceutical Co Ltd

development stage company

Notes to Financial Statements Continued

Years Ended December 31 2011 2010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Summary of Significant Accounting Policies Continued

Pre-production Expenses

Pre-production costs are expensed as incurred These expenses
include the costs of the Companys product development efforts

including formulation and design of products and production processes
and testing and evaluation of pre-production prototypes

Government Grants

Government grants
received from the period of inception through December 31 2011 are to subsidize the funding of the Companys

purchases of its manufacturing assets The fair value of the government grants is recorded as deferred government grants and will be

amortized over the weighted average useful life of the related manufacturing assets once all attaching conditions are complied with

and the related assets are substantially complete and ready for their intended use

Comprehensive Income

Comprehensive income is defined to include all changes in equity except those resulting from investments by owners and

distributions to owners Comprehensive income is reported in the statement of comprehensive loss and the statement of shareholders

equity Comprehensive income of the Company includes net income and foreign currency translation differences for each of the three

years in the period ended December 31 2011 and for the period from December 29 2006 date of inception to December 31 2011

Comparative Financial Statements

Certain comparative amounts in the financial statements have been reclassified to conform to the current years presentation

Recent Accounting Pronouncements

In May 2011 the FASB issued Accounting Standards Update 2011-04 ASU 2011-04 Fair Value Measurement Amendments to

Achieve Common Fair Value Measurement and Disclosure Requirements in U.S GAAP and IFRS ASU 2011-04 clarifies the

application of existing fair value measurement and disclosure requirements changes certain fair value measurement principles and

requires additional disclosures about fair value measurements The updated guidance is effective on prospective basis for financial

statements issued for fiscal years and interim periods within those fiscal years beginning after December 15 2011 The provisions of

ASU 2011-04 are not expected to have material impact on the financial position results of operations or cash flows of the

Company

In June 2011 the FASB issued ASU No 2011-05 Presentation of Comprehensive Income ASU 2011-05 eliminates the option to

present the components of other comprehensive income as part of the statement of changes in stockholders equity The amendment

does not change the items that must be reported in other comprehensive income or when an item of other comprehensive income must

be reclassified to net income ASU No 2011-05 is effective for interim and annual periods beginning after December 15 2011 For

nonpublic entities the amendments
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development stage company

Notes to Financial Statements Continued

Years Ended December 31 2011 2010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Recent Accounting Pronouncements continued

are effective for fiscal years ending after December 15 2012 and interim and annual periods thereafter with early adoption

permitted The Company early adopted ASU 2011-05 effective for the reporting period ending on December 31 2011 This adoption

did not have an impact on the Companys financial position results of operations or cash flows as it only requires change in the

format of the Companys cunent presentation The Company has elected to present other comprehensive income in separate

statement of comprehensive loss

In December 2011 the FASB issued ASU No 2011-12 Comprehensive Income ASU 2011-12 superseded certain pending

paragraphs in Update No 2011-05 The intent of this Update is to defer changes to the presentation requirements for reclassifications

out of accumulated other comprehensive income contained in Update 2011-05 to allow the Board time to reconsider whether changes

should be made to the presentation requirements for reclassification adjustments out of accumulated other comprehensive income

The amendments in this Update do not affect the effective date of the other presentation requirements in Update 2011-05 The

provisions of ASU 2011-12 are not expected to have material impact on the financial position results of operations or cash flows of

the Company

Concentration of Risk

Concentration of credit risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk primarily consist of cash and

cash equivalents As of December 31 2011 and 2010 the Companys cash and cash equivalents were all deposited with two financial

institutions located in the PRC Management believes that the financial institutions are of high credit quality and continually monitors

the credit worthiness of the financial institutions Historically deposits in Chinese banks are secure due to the state policy on

protecting depositors interests However China promulgated new Bankruptcy Law in August 2006 that came into effect on June

2007 which contains separate article expressly stating that the State Council may promulgate implementation measures for the

bankruptcy of Chinese banks based on the Bankruptcy Law Under the new Bankruptcy Law Chinese bank may go into

bankruptcy In addition since Chinas concession to the World Trade Organization foreign banks have been gradually permitted to

operate in China and have been significant competitors against Chinese banks in many aspects especially since the opening of the

Renminbi business to foreign banks in late 2006 Therefore the risk of bankruptcy of the Chinese banks in which the Company has

deposits has increased In the event of bankruptcy of the banks which hold the Companys deposits it is unlikely to claim its deposits

back in full since it is unlikely to be classified as secured creditor based on PRC laws

Currency convertibility risk

significant portion of the Companys businesses are transacted in RMB which is not freely convertible into foreign currencies All

foreign exchange transactions take place either through the Peoples Bank of China or other banks authorized to buy and sell foreign

currencies at the exchange rates quoted by the Peoples Bank of China Approval of foreign currency payments by the Peoples Bank

of China or other regulatory institutions requires submitting payment application form together with suppliers invoices shipping

documents and signed contracts
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Notes to Financial Statements Continued

Years Ended December 31 2011 2010 and 2009 and for

the period from December 29 2006 date of inception to December 31 2011

Amounts in thousands

Concentration of Risk continued

Foreign currency exchange rate risk

The RMB is permitted to fluctuate within narrow and managed band against basket of certain foreign currencies The appreciation

of the RMB against U.s dollars was approximately 4.9% 3.0% and 6.4% in the years ended December 31 2011 2010 and 2009

respectively

Prepaid Expenses and Other Current Assets

Prepaid expenses
and other current assets consist of the following

December 31

2011 2010

309 148

10 236

319 384

December31

2011 2010

951

2382

1588 343

142 135

5063 478

640 133
4423 345

45070 45169

$49493 $45514

For the years ended December 31 2011 2010 and 2009 and for the period from December 29 2006 date of inception to

December 31 2011 depreciation expenses were $492 $77 $40 and $624 respectively which were included in pre-production

expenses and general and administrative expenses in amount of $366 $23 $0 and $389 and $126 $54 $40 and $235 respectively in

the respective periods As of December 31 2011 and 2010 the net book values of property plant and equipment pledged as collateral

for bank loans were $46204 and $14668 respectively Construction in progress included capitalized interest of $729 $13 $0 and

$742 for the years ended December 31 2011 2010 and 2009 and for the period from December 29 2006 date of inception to

December 31 2011 respectively

Prepaid expenses

Other receivables

Property Plant and Equipment

Property plant and equipment consist of the following

At cost

Building

Machinery

Office equipment

Vehicles

Less accumulated depreciation

Construction in progress
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Amounts in thousands

Intangible Assets

Intangible assets consist of the following

Gross Net

Estimated Carrying Accumulated Book

December 31 2011 Useful Life Amount Amortization Value

In years

Purchased software 71 46 25

Land use right
50 2010 147 1863

Total $2081 193 $1888

Gross Net

Estimated Carrying Accumulated Book

December 31 2010 Useful Life Amount Amortization Value

In years

Purchased software 51 19 32

Land use right
50 1913 102 1811

Total $1964 121 $1843

Amortization expenses of intangible assets for the years ended December 31 2011 2010 and 2009 and for the period from

December 29 2006 date of inception to December 31 2011 were $63 $48 $42 and $181 respectively and were recorded in

general and administrative expenses

The future amortization of intangible assets is as follows

Year Ending December 31

2012 60

2013 47

2014 41

2015 41

2016 41

Thereafter 1658

$1888
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Amounts in thousands

Other payables

Other payables consist of the following

December 31

2011 2010

Payables for purchase of property and equipment $1680 $2797

Others 392 368

$2072 $3165

Long-term bank loans

The Company obtained two credit facilities in the amount of RMB37000 $5872 and RMB83000 $13173 in June 2011 and

August 2010 respectively with five year terms Both credit facilities are secured by certain fixed assets of the Company The

interest rate of the credit facilities is the prevailing interest rate of Peoples Bank of China on the date of the draw downs The

Company drew down RMB 10000 $1510 under one of the credit facilities in October 2010 at an interest rate of 5.96% per annum

and the remaining amount of RMB1IO000 $17535 was drawn at various times throughout 2011 at interest rates ranging from

6.22% to 6.90% per annum Repayment will be accelerated if the liabilities to assets ratio of the Company exceeds 70% and 80%

during the term of the RMB37000 and RMB83000 credit facilities respectively or if the Company is unable to achieve 50% of its

projected revenues when the Company commences commercial activities During the year ended and as of December 31 2011 the

Company was in compliance with these covenants All interest costs were capitalized in all periods presented except for 2009 as no

interest cost was incurred in that year see Note

Principal payments due on the long-term bank loans as of December 31 2011 are as follow

Year Ending December 31

2012 317

2013 1588

2014 7935

2015 9205

$19045

Income Taxes

In accordance with the PRC Corporate Income Tax Law the New CIT Law which was approved and became effective on

January 2008 the provision for Mainland China current income tax has been based on statutory rate of 25% of the assessable

profits of the Company for each of the three years
in the period ended December 31 2011

Loss before income taxes for each of the three
years

in the period ended December 31 2011 was derived in the PRC
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Amounts in thousands

Income Taxes continued

The Companys total income tax expense
for each of the three

years
in the period ended December 31 2011 and for the period from

December 29 2006 date of inception to December 31 2011 is zero and differs from the theoretical amount that would arise using

the PRC statutory income tax rate primarily due to the effects of valuation allowances on the deferred tax assets generated during the

respective years

Deferred tax assets reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial

reporting purposes
and the amounts used for income tax purposes The Company has deferred tax assets of $3313 which are fully

offset by valuation allowance The significant components of deferred tax assets are related to pre-operating expenses

In assessing the realizability of deferred tax assets management considers whether it is more likely than not that some portion or all

of the deferred tax assets will not be realized The ultimate realization of deferred tax assets is dependent upon the generation of

future taxable income during the periods in which the temporary differences become deductible Management considers the projected

future taxable income and tax planning strategies in making this assessment Based on the Companys historical taxable losses and

their projections for future taxable income over the periods in which the deferred tax assets are deductible management believes it is

more likely than not that all deferred tax assets will not be realized

Based upon the Companys evaluation of its income tax positions as of December 31 2011 the Company has no unrecognized tax

positions As of December 31 2011 the tax years
ended December 31 2007 through 2011 for the PRC entities remain open for

statutory examination by the PRC tax authorities

10 Shareholder Contribution

Sagent Pharmaceuticals Inc one of the Companys shareholders granted stock options to two of the Companys employees and also

provided cash compensation to one of these employees in 2011 2010 and 2009 Twenty-five percent of these options are to be vested

on each anniversary date from the vesting commencement date of the respective grants over four year period These stock options

are accounted for as non-employee stock options given these stock options were granted to employees of an investee by non-

controlling shareholder Therefore these grants are recorded at fair value at each reporting date during the vesting period No

expenses
and shareholder contributions were recorded in 2010 and 2009 as the amounts related to the stock options and cash

compensation were immaterial The Company recorded $1178 as shareholder contribution and recognized the associated stock-

based and cash compensation expense in the general and administrative expense for the year ended December 31 2011 and for the

period from December 29 2006 date of inception to December 31 2011

11 Commitment and Contingencies

Purchase Commitments

As of December 31 2011 the Company had outstanding purchase commitments related to property plant and equipment in the

amount of $1132 which are all due within one year
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12 Fair Value Measurement

The Company applies ASC topic 820 Fair Value Measurements and Disclosures ASC 820 defines fair value establishes

framework for measuring fair value and expands disclosures about fair value measurements ASC 820 requires disclosures to be

provided on fair value measurement

ASC 820 establishes three-tier fair value hierarchy which prioritizes the inputs used in measuring fair value as follows

Level Observable inputs that reflect quoted prices unadjusted for identical assets or liabilities in active markets

Level Include other inputs that are directly or indirectly observable in the marketplace

Level Unobservable inputs which are supported by little or no market activity

ASC 820 describes three main approaches to measuring the fair value of assets and liabilities market approach income

approach and cost approach The market approach uses prices and other relevant information generated from market transactions

involving identical or compatable assets or liabilities The income approach uses valuation techniques to convert future amounts to

single present value amount The measurement is based on the value indicated by cunent market expectations about those future

amounts The cost approach is based on the amount that would cunently be required to replace an asset

In accordance with ASC 820 the Company measures cash equivalents at fair value Cash equivalents are classified within Level as

the cash equivalents are valued using either quoted market prices

13 Related Party Transactions

Name and Relationship with Related Parties

Name of related
party Relationship with the Company

Sagent Pharmaceuticals Inc Joint venture shareholder

Chengdu Kanghong Pharmaceutical Group Co Ltd Joint venture shareholder
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13 Related Party Transaction continued

In addition to the share based payments described in Note 10 the Company had the following related party transactions and balances

during the years presented

Period from

December 29
2006 date of

inception to

For the year ended December 31 December 31

2011 2010 2009 2011

Purchase of testing materials from

Sagent Pharmaceuticals Inc 44 44

$44 44

Balances with Related Parties

As of December 31

2011 2010

Amount due to related parties

Sagent Pharmaceuticals Inc 44

$44

As of December 31 2011 and 2010 all balances with related parties were unsecured non-interest bearing and repayable on demand

14 Subsequent Events

In accordance with ASC 855 Subsequent Events as amended by ASU 2010-09 the Company evaluated subsequent events through

March 28 2012 which was also the date that the financial statements were available to be issued and there were no subsequent

events requiring disclosure
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Exhibit 21.1

State of Country of

Lncorporation/ Incorporation/

Company Name Organization Organization

Sagent Pharmaceuticals Inc Wyoming United States of America

Sagent International LLC Cayman Islands



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statement Form S-8 No 333-175352 pertaining to the 2007 Global

Share Plan of Sagent Holding Co and the 2011 Incentive Compensation Plan of Sagent Pharmaceuticals Inc of our report dated

March 29 2012 with respect to the consolidated financial statements and schedule of Sagent Pharmaceuticals Inc included in this

Annual Report Form 10-K for the year ended December 31 2011

Is Ernst Young LLP

Chicago Illinois

March 29 2012



EXHIBIT 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statement Form S-8 No 333-175352 pertaining to the 2007 Global

Share Plan of Sagent Holding Co and the 2011 Incentive Compensation Plan of Sagent Pharmaceuticals Inc of our report dated

March 28 2012 with respect to the financial statements of Kanghong Sagent Chengdu Pharmaceutical Co Ltd development

stage company included in this Annual Report Form 10-K for the
year

ended December 31 2011

Is Ernst Young Hua Ming

Shanghai the Peoples Republic of China

March 28 2012



EXHIBIT 31.1

Certifications

Jeffrey Yordon certify that

have reviewed this annual report on Form 10-K of Sagent Pharmaceuticals Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading

with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all

material respects the financial condition results of operations and cash flows of the registrant as of and for the periods

presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and

procedures as defined in Exchange Act Rules 13a-15e and 15d-15e for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed

under our supervision to ensure that material information relating to the registrant including its consolidated

subsidiaries is made known to us by others within those entities particularly during the period in which this report

is being prepared

Paragraph omitted in accordance with SEC Release No 34-47986

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by

this report based on such evaluation and

Disclosed in this report any change in the registrant internal control over financial reporting that occurred during

the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that

has materially affected or is reasonably likely to materially affect the registrants internal control over financial

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons

performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrants ability to record process summarize and

report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 29 2012

Is JEFFREY YORDON
Jeffrey Yordon

President and Chief Executive Officer



EXHIBIT 31.2

Certifications

Jonathon Singer certify that

have reviewed this annual report on Form 10-K of Sagent Pharmaceuticals Inc

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading

with respect to the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all

material respects the financial condition results of operations and cash flows of the registrant as of and for the periods

presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and

procedures as defined in Exchange Act Rules 13a-15e and l5d-15e for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed

under our supervision to ensure that material information relating to the registrant including its consolidated

subsidiaries is made known to us by others within those entities particularly during the period in which this report

is being prepared

Paragraph omitted in accordance with SEC Release No 34-47986

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by

this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that occurred during

the registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that

has materially affected or is reasonably likely to materially affect the registrants internal control over financial

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons

performing the equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial

reporting which are reasonably likely to adversely affect the registrants ability to record process summarize and

report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 29 2012

Is JONATHON SINGER

Jonathon Singer

Executive Vice President and

Chief Financial Officer



EXHIBIT 32.1

CERTIFICATIONS OF

CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER

PURSUANT TO 18 U.S.C SECTION 1350 AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Jeffrey Yordon President and Chief Executive Officer of Sagent Pharmaceuticals Inc Sagent certify pursuant to 18 U.S.C

Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to the best of my knowledge Sagent

Annual Report on Form 10-K for the year ended December 31 2011 fully complies with the requirements of Section 13a or 15d
of the Securities Exchange Act of 1934 and that the information contained in such Annual Report on Form 10-K fairly presents in all

material respects Sagent financial condition and results of operations

Is JEFFREY YORDON

Jeffrey Yordon

President and Chief Executive Officer

March 29 2012

Jonathon Singer Chief Financial Officer of Sagent Pharmaceuticals Inc Sagent certify pursuant to 18 U.S.C

Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that to the best of my knowledge Sagent

Annual Report on Form 10-K for the year ended December 31 2011 fully complies with the requirements of Section 13a or 15d
of the Securities Exchange Act of 1934 and that the information contained in such Annual Report on Form 10-K fairly presents in all

material respects Sagents financial condition and results of operations

Is JONATHON SINGER

Jonathon Singer

Executive Vice President

Chief Financial Officer

March 29 2012

signed original of these written statements required by Section 906 or other document authenticating acknowledging or otherwise

adopting the signature that appears in typed form within the electronic version of this written statement required by Section 906 has

been provided to Sagent Pharmaceuticals Inc and will be retained by Sagent Pharmaceuticals Inc and furnished to the Securities

and Exchange Commission or its staff upon request






